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86TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
1st Session No. 652 





AUTHORIZING THE USE OF GREAT LAKES VESSELS ON 
THE OCEANS 


JuLy 14, 1959.—Referred to the House Calendar and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries. 
submitted the following 


REPORT 


[To accompany H.R. 4002] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H.R. 4002) to authorize the use of Great Lakes 
vessels on the oceans, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill would permit certain war-built vessels purchased from the 
United States in 1951 for exclusive use on the Great Lakes to operate 
outside the Great Lakes in any trade and in any manner permitted 
to other vessels documented under the laws of the United States. It 
would put the American-flag vessels now limited to Great Lakes use 
on an equal footing with all foreign, as well as other U.S. vessels, 
which can freely navigate on the Great Lakes as well as on the oceans. 
While six vessels technically are subject to the provision of this bill, 
five have been converted to Great Lakes bulk carriers and are un- 
suited for operation outside the Great Lakes unless reconverted for 
ocean operation at exorbitant cost. Accordingly, the practical re- 
sult of this bill would probably be limited to permitting the SS Aqua- 
rama, a vessel converted for the carriage of day passengers and auto- 
mobiles, to operate on the oceans. 


NEED FOR THE BILL 


This legislation is required because section 12 of the Merchant 
Ship Sales Act of 1946, as amended, provided for the sale of certain 
ships “* * * for exclusive use on the Great Lakes, including the 
St. Lawrence River and Gulf and their connecting waterways.” 
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2 USE OF GREAT LAKES VESSELS ON THE OCEANS 


Six vessels were sold to American owners for such use on the Great 
Lakes. At the request of the Maritime Administration, five of these 
vessels were converted to Great Lakes bulk carriers, using only the 
engines and stern sections of the original ships and building new fore- 
bodies to Great Lakes standards. As the result of their extensive 
design changes, particularly in their length-beam ratio, these five 
vessels could not be certificated by the Coast Guard of the American 
Bureau of Shipping for use on the oceans. 

Thus, the only vessel sold subject to the aforementioned provision 
which is capable of being used on the oceans is the SS Aquarama. 
This vessel is presently engaged i in carrying passengers and automo- 
biles between Cleveland, Ohio and Detroit, Mich. Because of the 
quoted statutory language, the Aquarama is the only American vessel 
capable of navigating the oceans which is prevented by law from so 
doing. No such restriction exists on any other American vessels or 
on any foreign-flag vessels: All such ships capable of doing so are 
permitted freely to navigate the Great Lakes as well as the oceans. 

At the time the above quoted restrictive language was put into the 
statute, vessels of the size of the Aquarama could be removed from 
the lakes only by complete dismantling of the superstructure, pon- 
tooning to lessen their draft, and by expensively towing them down 
the Mississippi. When the legislation was enacted therefore, it was 
assumed that once in the lakes these vessels would be required to re- 
main there for the rest of their useful life. With the development of 
the St. Lawrence Seaway, however, oceangoing ships can now be 
brought to and from the Great Lakes as a part of normal operations. 
There is no reason for the Aquarama to be limited to use on the Great 
Lakes when all other American and foreign-flag vessels physically 
capable of doing so are permitted to operate on the oceans as well. 

Tn this connection the following excerpt from the Department of 
Commerce report to your committee is worth noting: 


The Merchant Ship Sales Act of 1946 not only did not 
place any trading restrictions on vessels which were recon- 
verted for ocean use, but the act specifically prohibited the 
Maritime Commission from placing any requirements in the 
contracts of sale which would restrict the lawful operations of 
the vessels. It is difficult to see any practical necessity in the 
enactment of Public Law 856 for restricting the operation of 
the vessels which were converted for Great Lakes use. There 
was at that time no immediate prospect that the St. Law- 
rence Seaway would be built. The trading restriction could 
have had no practical effect, inasmuch as once a vessel was 
moved into the Great Lakes there was no way of using it 
except on the Great Lakes until the construction of the 
St. Lawrence Seaway would be authorized and completed. 
Even after the completion of the seaway, as a matter of 
reasonable practical possibility, except for the Aquarama, 
there does not seem to be any likelihood of any of these 
ships being transferred to use on the oceans. 


The Aquarama was originally built by the Government as a C~4 
type vessel. After her sale, the owners of the ship were required to 
scrap her superstructure, completely modify and rebuild the vessel’s 
interior, and to build an entirely new superstructure. Basically, all 
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USE OF GREAT LAKES VESSELS ON THE OCEANS 3 


that was used was the exterior lower hull of the vessel and her engine. 
The total cost paid by the owners for this ship, as certified by Ernst 
& Ernst, public accountants, was $4,406,318.43. Through the expendi- 
ture of this money, the Aquarama has been converted into a modern 
vessel capable of carrying 2,500 day passengers and several hundred 
automobiles or wheeled vehicles. 

While the Aquarama can carry up to 2,500 passengers, she has no 
sleeping accommodations except for her crew. In the event of war, 
however, she would be of great value to the Navy in that her open 
spaces could be quickly converted to sleeping accommodations for 
troops by the installation of pipe berths. The ship already has the 
messing and toilet facilities required for 2,500 passengers. Also im- 
portant, it would permit such troops to carry wheeled vehicles with 
them. In the event this legislation were not enacted and an emer- 
gency were to arise during the months when the Great Lakes are 
closed because of ice, this ship could not be made available to our 
Armed Forces until navigation was again possible in the late spring. 

The Aquarama has been operating between the cities of Detroit and 
Cleveland. The demand for services of the ship is limited to the 
summer period, and the owners have found that she can be operated 
in this service less than 3 months a year. As capital costs, overhead, 
maintenance, and other costs (except the crew) continue for 365 days 
a year, the owners have found that the revenues from this ship are 
not sufficient to meet her out-of-pocket operating costs. The ship 
has not been able to earn the interest and principal on her mortgage 
or any return on the owners’ equity investment. The owners plan 
to continue to operate the vessel during the season between Cleveland 
and Detroit, but to do so require additional revenue by using the 
vessel during the winter season on the oceans. It is believed that if 
such additional revenue is obtained, the owners will be able to continue 
the Detroit-Cleveland service in the summer months. 

Of the almost $4% million spent to convert this vessel for her 
present trade, $2% million was furnished by a private mortgage on 
the ship guaranteed by the Maritime Administration under title XI 
of the Merchant Marine Act of 1936, as amended. While the opera- 
tion of the Aquarama has been unprofitable, there has been no default 
on the mortgage as her owner has used other resources to make 
mortgage payments. The unpaid balance, as of March 31, 1959, 
was $1,440,000. The liability of the Government is limited to 90 
percent of the unpaid balance. It is to the interest of the Govern- 
ment not only to encourage continued use of this vessel in order to 
maintain and strengthen the Nation’s shipping services, but as the 
insurer of the vessel’s mortgage it has the additional responsibility of 
employing reasonable means to help make possible the profitable 
operation of the vessel and thus further insure repayment of the 
mortgage obligation. 

Enactment of this legislation will be in accordance with the policy 
of maintaining and developing an adequate American-flag 
merchant marine. It will permit the Aguarama to continue opera- 
tions and to give employment to American crews for a period longer 
than the few summer months. It will put this vessel on a parity with 
other unsubsidized U.S. flag vessels, subject, of course, to the same 
permission from appropriate governmental agencies as are required 
in respect of other American vessels similarly operated. 
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4 USE OF GREAT LAKES VESSELS ON THE OCEANS 


Permission to utilize the vessel on the oceans will accomplish the 
original Navy objective of having her available in the event of any 
emergency. Accordingly, there appears no justification for restricting 
the use of an American-flag vessel such as the Aquarama to the Great 
Lakes when all foreign-flag vessels, including all those sold by the 
Government under the Merchant Ship Sales Act of 1946, are permitted 
free operation on the oceans as well as the Great Lakes. 


COST OF THE BILL 


There is no cost to the Government through enactment of this bill. 
No subsidy of any kind is involved. 


DEPARTMENTAL REPORTS 


The departmental reports are as follows: 


Tue SECRETARY OF COMMERCE, 
Washington, May 16, 1959. 
Hon. Hersert C, Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

Dear Mr. CuarrMan: This is in reply to your request of February 
6, 1959, for the views of this Department with respect to H.R. 4002, a 
bill to authorize the use of Great Lakes vessels on the oceans. 

The bill, H.R. 4002 (and other like bills before your committee, 
H.R. 4011, H.R. 4249, H.R. 4353, H.R. 4528, H.R. 5024, and H.R. 
5311) would, notwithstanding the provisions of the Merchant Ship 
Sales Act of 1946, as amended, and Public Law 856, 81st Congress, 
enacted September 28, 1950 (64 Stat. 1078), and contracts executed 
thereunder, authorize vessels purchased from the United States for 
exclusive use on the Great Lakes to be operated in any trades and in 
any manner permitted to other vessels documented under the laws of 
the United States. 

The Department of Commerce does not object to favorable con- 
sideration of the bill subject to the observations hereinafter made. 

Before enactment of Public Law 856, 81st Congress, the Merchant 
Ship Sales Act of 1946 authorized the reconversion or restoration by 
the Maritime Commission of vessels sold under that act for ‘‘normal 
operation in commercial services.”” The act further authorized the 
making of such replacements, alterations, or modifications, and the 
installation of such special features with respect to any such vessel as 
might be necessary or advisable to make such vessel suitable for com- 
mercial operation on trade routes or services or comparable as to 
commercial utility to other such vessels of the same general type. 

Public Law 856, 81st Congress, amended the Ship Sales Act of 1946 
to authorize the Secretary of Commerce to convert for operation on 
the Great Lakes, including the St. Lawrence River and Gulf, and their 
connecting waterways, any vessel authorized to be sold or chartered 
under the Ship Sales Act. It authorized until December 31, 1950, 
the making of contracts for sale of vessels for exclusive use on the 
Great Lakes, with allowances to purchasers on not more than 10 ves- 
sels sold for such exclusive use. Such allowances could cover the 
value and cost of removal of equipment not required for Great Lakes 
operation of the vessel, and the cost of converting and equipping the 
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USE OF GREAT LAKES VESSELS ON THE OCEANS 5 


vessels for Great Lakes use, but in no case were the allowances on a 
vessel to exceed 90 percent of the unadjusted statutory sales price 
thereof under the 1946 act. Public Law 856 also amended title XI 
of the Merchant Marine Act, 1936, specifically to authorize ship mort- 
gage insurance to cover mortgage obligations for conversion of vessels 
sold under the 1946 act for Great Lakes use. 

Six C-4 type vessels were sold under the 1946 act with allowances 
ursuant to the amendments made by Public Law 856, 81st Congress. 
he contracts of sale included a provision limiting the use of the ves- 

sels to exclusive use on the Great Lakes, including the St. Lawrence 
River and Gulf, and their connecting waterways. 

The six vessels sold, the purchasers, the floor prices, the allowances, 

and the net sales prices are as follows: 


NICHOLSON-UNIVERSAL STEAMSHIP CO. 


Old name New name Type Floor Allow- Net sales 
price ances ! price 
Mount Mansfield.......-- Charles M,. White_......-- C4-S-A4 | $1, 547,338 | $1, 374, 748 $172, 590 
Scott E. Land.-............ Thomas F. Patton........ C4-S-A4 1, 547, 338 1, 413, 405 133, 933 
Louis McHenry Howe....| Tom M. Girdler.....-..-- C4S-A4 1, 547,338 | 1, 362, 167 185, 171 


WISCONSIN & MICHIGAN STEAMSHIP CO. 


Marine Star_.............- POUNrANE noi nw ssch eis C4-S-B5 | $1, 547, 338 | $1, 485, 000 $62, 338 
Marine Angel...........-- McKee Sons.........-.... C4-S-B2 1, 547, 338 | 1, 460, 000 87, 338 
Marine Robin............- Joseph H. Thompson....- C4-S-B2 1, 547,338 | 1, 460, 000 87, 338 


1 Not to exceed 90 percent of the unadjusted statutory sales price of $1,650,000. 


The three ships sold to the Nicholson-Universal Steamship Co. were 
converted to bulk carriers at the request of the Maritime Adminis- 
tration, Department of Commerce, in the interest of meeting defense 
needs for bulk carriers on the Great Lakes during the Korean emer- 
gency, declared December 16, 1950. These three ships, renamed the 
Charles M. White, Thomas F. Patton, and Tom M. Girdler, are now 
owned by the Republic Steel Corp. or a division or affiliate thereof. 

Of the three vessels sold to the Wisconsin & Michigan Co., two were 
also converted to bulk carriers, and one, renamed McKee Sons, is now 
owned by the Amersand Steamship Corp., and one, renamed Joseph 
H. Thompson, is now owned by the Hansand Steamship Corp. The 
sixth ship, renamed the Aquarama, was converted into a passenger 
ship, with accommodations for carrying cars of the passengers, and 
is now owned by the Sand Products Corp. Sums in excess of the 
conversion allowance were expended in the actual conversion of each 
of these six ships. 

There are no direct debts or liabilities to the Maritime Administra- 
tion, Department of Commerce, in respect of any of the six ships, 
but the Maritime Administration has insured a mortgage on the 
Aquarama under title XI of the Merchant Marine Act, 1936, to finance 
the cost of reconstruction. The insured mortgage dated June 5, 1956, 
was in the amount of $2,500,000, payable in annual installments, with 
final payment in full due November 1, 1960. The total costs of 
acquiring, converting, and equipping the vessel for operation were 
not less than $4,400,000. The insurance agreement was made in 1956 
under title XI, which then provided for insurance of 90 percent of 
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the principal of the mortgage. Resources of the owner other than the 
operating revenue from the Aquarama, itself, including other revenues 
of the owner and its subsidiaries, are committed to payment of the 
mortgage. There has been no default in payments under the mort- 
gage. The unpaid balance as of March 31, 1959, was $1,440,000, of 
which the liability of the Government is limited to 90 percent. 

_ The Maritime Administration, Department of Commerce, has been 
informally advised on behalf of the present owners of the Aquarama 
that the vessel which is operated only during the tourist travel season 
(some 80 days each year) has been operating at a loss, and that, 
in view of the imminent opening of the St. Lawrence Seaway, the 
owners desire to take the vessel out of the Great Lakes during the rest 
of the year which would otherwise be a layup period, and find employ- 
ment in an operation suited for the special character of the vessel, 
which is equipped only for short-run operation (not to exceed 16 hours) 
for the carriage of passengers and their cars. It does not appear that 
the vessel, if released to ocean service, would furnish any substantial 
competition to American-flag ships. 

The release from the Great Lakes use restriction on any of these six 
ships would not, of course, qualify the vessel for use in subsidized 
operation or any other operation under the U.S. flag, except in accord- 
ance with the laws applicable generally to vessels in like use and 
employment. 

It appears that the five bulk-type vessels could not be used in 
oceangoing service except with extensive and expensive reconstruction 
or reconversion for ocean operation necessary to qualify them under 
the laws and regulations applicable to U.S. flag vessels and to enable 
them to procure insurance. 

If testimony at a hearing on these bills confirms the circumstances 
relating to these vessels and the possibilities involved with respect 
to ocean use of these vessels, the Department believes that the matter 
of release from the trading restrictions of Public Law 856 is peculiarly 
one for equitable consideration by the Congress. 

The vessels that were to be sold under the Ship Sales Act of 1946 
were war-built vessels designed and built as oceangoing vessels. 
Those vessels which had been modified for a particular war use were 
eligible, under the Ship Sales Act, for restoration or reconversion as 
oceangoing vessels of the same type as their original design. The 
vessels to be sold under the Ship Sales Act had/not been designed to 
use on the Great Lakes and, hence, were not eligible for conversion for 
such use. It was to clarify this situation that Congress passed Public 
Law 856, 81st Congress. 

The Merchant Ship Sales Act of 1946 not only did not place any 
trading restrictions on vessels which were reconverted for ocean use, 
but the act specifically prohibited the Maritime Commission from 
placing any requirements in the contracts of sale which would restrict 
the lawful operations of the vessels. It is difficult to see any practical 
necessity in the enactment of Public Law 856 for restricting the opera- 
tion of vessels which were converted for Great Lakes use. There was 
at that time no immediate prospect that the St. Lawrence Seaway 
would be built. The trading restriction could have had no practical 
effect, inasmuch as once a vessel was moved into the Great Lakes 
there was no way of using it except on the Great Lakes until the con- 
struction of the St. Lawrence Seaway would be authorized and com- 
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pleted. Even after the completion of the seaway, as a matter of 
reasonable practical possibility, except for the Aquarama, there does 
not seem to be any likelihood of any of these ships being transferred 
to use on the oceans. 

If hearings on the measure confirm our understanding of the cir- 
cumstances, it does not seem inequitable to remove the trading re- 
structions imposed on these six vessels by Public Law 856, 81st Con- 
gress, and the contracts executed thereunder; and the Department, 
therefore, has no objection to favorable consideration of the bill. 

We have been advised by the Bureau of the Budget that there 
would be no objection to the submission of this report to your com- 
mittee. 

Sincerely yours, 
Freperick H. MvueELLeEr, 
Under Secretary of Commerce. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
OrFicE oF LEGISLATIVE LIAISON, 
Washington, D.C., May 18, 1959. 

Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHAIRMAN: Your request for comment on H.R. 4002, 
a bill to authorize the use of Great Lakes vessels on the oceans, has 
been assigned to this Department by the Secretary of Defense for the 
preparation of a report thereon expressing the views of the Depart- 
ment of Defense. 

Under the Merchant Ship Sales Act of 1946, as amended, vessels 
urchased from the United States for use on the Great Lakes were 
imited in their operation and use exclusively to the Great Lakes, 

St. Lawrence River and Gulf, and their connecting waterways. Here- 
tofore, this restriction was meaningless as these vessels had no exit to 
the high seas. With the opening of the St. Lawrence Seaway, the 
picture is changed and these vessels will have easy access to the 
Atlantic Ocean. This bill is intended to give such vessels the right 
to operate on the oceans and could result in additional applications 
for operating differential subsidies from the Maritime Administration. 

As this subject is primarily the interest of the Department of 
Commerce, the Department of the Navy on behalf of the Depart- 
ment of Defense defers to the views of the Department of Commerce 
on H.R. 4002. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
on H.R. 4002 to the Congress. 

Sincerely yours, 
Joun S. McCain, Jr., 
Rear Admiral, U.S. Navy, Chief of Legislative Liaison 
(For the Secretary of the Navy). 










USE OF GREAT LAKES VESSELS ON THE OCEANS 
C#ANGEs IN Existing Law 


There is no change in existing law. 
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86TH CONGRESS ! HOUSE OF REPRESENTATIVES { }#Reporr 
1st Session No. 653 





CLARIFYING A PROVISION IN THE BLACK BASS ACT 
RELATING TO THE INTERSTATE TRANSPORTATION 
OF FISH 





Juty 14, 1959.—Referred to the House Calendar and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries 
submitted the following 


REPORT 


[To accompany H.R. 5854] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H.R. 5854) to clarify a provision in the Black Bass 
Act relating to the interstate transportation of fish, and for other 
purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to clarify the provisions of the Black Bass 
Act relating to interstate transportation of fish. 

The original Black Bass Act was passed May 20, 1926, and was 
designed to aid the States in the conservation of Black Bass. The 
act in its present form authorizes the interstate shipment of live fish 
and eggs for breeding or stocking purposes. Under the law at the 
present time there is no requirement that the taking of the fish or eggs 
must be lawful. The amendment would make it clear that only law- 
fully taken fish or eggs could be shipped in interstate commerce. 

The committee recommends the enactment of this bill in the interest 
of clarifying the act. 
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2 CLARIFYING A PROVISION IN THE BLACK BASS ACT 


The executive communication from the Department of the Interior 
and the report of the Department of Justice on the bill are as follows: 


U.S. DeparRTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D.C., March 6, 1959. 
Hon. Sam Raypurn, 
Speaker of the House of Representatives, 
Washington 25, D.C. 

Dear Mr. Speaker: Enclosed herewith is a draft of a proposed 
bill to clarify a provision in the Black Bass Act relating to the inter- 
state transportation of fish, and for other purposes. 

We recommend that this proposed bill be referred to the appropriate 
committee for consideration, and that it be enacted. 

Revision of section 9 of the so-called Black Bass Act is desirable, 
in our opinion, to resolve a question that has arisen concerning the 
intent of that section. Our revision would result in the addition of 
language that would make it clear that only the shipment of legally 
taken fish is contemplated thereunder. While we believe the general 
intent of the act is clear, in at least one case that has come to our 
attention, the court has expressed the view that a strict interpretation 
of the section does not make such a requirement. In the circum- 
stances, we believe that a revision of this section of the act would be 
desirable. 

We have been advised by the Bureau of the Budget that there is 
no objection to the submission of this proposed legislation to the 
Congress. 

Sincerely yours, 
(Signed) Ross Lerr.ier, 
Assistant Secretary of the Interior. 


U.S. DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy ATTORNEY GENERAL, 
Washington, D.C., May 6, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 


Dear Mr. Cuatrman: This is in response to your request for the 
views of the Department of Justice concerning the bill (H.R. 5854) to 
clarify a provision in the Black Bass Act relating to the interstate 
transportation of fish, and for other purposes. 

The basic legislation, the Black Bass Act of Mav 20, 1926, was 
intended to aid in the conservation of black bass by assisting the 
enforcement of State statutes which prohibit the taking of bass 
commercially. To aid further in the general conservation of black 
bass, it was recognized that live fish and fish eggs should continue to 
be shipped in interstate commerce for breeding or stocking purposes. 
Therefore, the following provisions was enacted to limit the applica- 
tion of the general law: 

“Sec. 9. Nothing in this act shall be construed to prevent the ship- 
ment in interstate commerce of live fish and eggs for breeding or 
stocking purposes.” 

It was apparently the intent of the legislation that the exception 
provided by section 9 should apply only to those fish and eggs which 
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CLARIFYING A PROVISION IN THE BLACK BASS ACT 3 


had been taken in accordance with the applicable State statutes, but 
the section does not in terms so provide. The bill adds a clause to 
section 9 so as to make the intent clear. 

— of Justice has no objection to the enactment of 
the bill. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely yours, 
Lawrence E. WatsaH, 
Deputy Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


61 Stat. 517, Cu. 348 (16 U.S.C. 855) 


AN ACT To regulate the interstate transportation of black bass and 
other game fish, and for other purposes 


* * * * x * * 


[Sec. 9. Nothing in this Act shall be construed to prevent the 
shipment in interstate commerce of live fish and eggs for breeding or 
stocking purposes. ] 

Sec. 9. Nothing in this Act shall be construed to prevent the ship- 
ment in interstate commerce of any fish or eggs for breeding or stocking 
purposes if they were caught, taken, sold, purchased, possessed, or trans- 
ported in accordance with the law of the State, the District of Columbia, 
or Territory in which they were caught, taken, sold, purchased, possessed, 
or transported. 

O 











86TH CONGRESS HOUSE OF REPRESENTATIVES Report 
lst Session No. 654 





ESTABLISHING A FISH HATCHERY IN THE NORTH- 
WESTERN PART OF THE STATE OF PENNSYLVANIA 


Juty 14, 1958.—Committed to the Committee of the Whole House on the State 
Union and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany H.R. 2398} 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H.R. 2398) to provide for the establishment of a 
fish hatchery in the northwestern part of the State of Pennsylvania, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

The purpose of the bill is to authorize construction and equipment 
of a fish hatchery in the northwestern part of the State of Pennsyl- 
vania. At the present time the area is served by two small hatcheries, 
the output of which will be completely inadequate to serve the needs 
of the area upon the completion of the Kinzua Dam. Northwestern 
Pennsylvania serves the recreational needs of a substantial part of 
the population of the country, and the facilities created by the con- 
struction of the new dam will vastly increase the fishing pressure on 
the area. Failure to provide adequate facilities to meet the antici- 
_ needs will serve to deprive large numbers of sportsmen of 

shing opportunities. 

The Department of the Interior has failed to advise the committee 
of its position on the bill, but the witness for the Department stated 
as his view that construction of hatchery facilities in the area was 
imperative for the needs of the sportsmen. 

The bill, as reported, is identical with the bill, H.R. 662, reported 
by the committee during the 84th Congress which passed the House 
on August 28, 1957. 

This bill would make no changes in existing law. 
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2 ESTABLISHING A FISH HATCHERY IN PENNSYLVANIA 


The report of the Department of the Interior is as follows: 


U.S. DeparRTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 26, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

Dear Mr. Bonner: Your committee has requested a report on 
H.R. 2398, a bill to provide for the establishment of a fish hatchery 
in the northwestern part of the State of Pennsylvania. 

We recommend the enactment of this bill. 

This bill is the same as H.R. 662 of the 85th Congress, which was 
reported from your committee, and was passed by the House of 
Representatives. We submitted a report to your committee, on 
September 25, 1957, on the latter bill. Although not favoring the 
proposal at that time our report recognized a possible future need 
for additional hatchery facilities in the particular region. We have 
given further consideration to this matter and believe the fishing 
pressure in this region warrants the establishment of a hatchery. 

We have examined a number of sites in northwestern Pennsylvania 
to determine their value for the location of a fish-cultural station. 
Our investigations indicate that a site below the proposed Kinzua 
Dam on the Allegheny River may be suitable for this purpose. The 
water supply at this point could be taken from the reservoir at different 
elevations in order to obtain desirable temperatures for hatchery pur- 
poses. Our studies indicate that the establishment of such a hatchery 
and development of the site will cost approximately $800,000. This 
cost will include the water supply and drain lines, concrete raceways, 
a hatchery building, warm water ponds, quarters for personnel, site 
leveling and clearing, roads and parking areas, equipment, and engi- 
neering. Seven permanent employees will be required to operate the 
hatchery. The annual operating costs will be approximately $90,000. 

This hatchery will serve an area that includes the western portions 
of New York and Pennsylvania as well as the northern part of West 
Virginia. Within this area lies the Allegheny National Forest, 37 
miles long and 43 miles wide, encompassing approximately three- 
quarters of a million acres of land, and containing 500 miles of streams. 
The waters in the Allegheny National Forest as well as in contiguous 
areas are subjected to heavy fishing pressure as these waters are 
within a few hours drive from certain major cities, such as Pittsburgh, 
Buffalo, Erie, and Cleveland. Establishment of this hatchery should 
promote the highly beneficial sport of sport fishing. 

The proposed Kinzua Dam, on the Allegheny River, is expected to 
stabilize the flow of that river and to provide many miles of suitable 
trout habitat immediately below the dam. As the natural reproduc- 
tion of trout is usually negligible below major dams, the annual re- 
stocking of tail waters is necessary to maintain a trout fishery. In 
this connection, it should be noted that the trout fishery below the 
major dams on the White River in Arkansas, as well as on the Colorado 
and Missouri Rivers has proven to be a major attraction and a valuable 
addition to the Nation’s sport fishery. The Allegheny River below 
the Kinzua Dam should be no exception. A 12,000-acre reservoir 
that will be created above Kinzua Dam will be narrow and deep at 
the lower end. It will support a desirable fish population. 
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This new hatchery would supplement production at the small 
Federal hatchery at Farnsworth as well as the production at State 
hatcheries. Every indication points to a continued annual increase 
in fishing pressure in western Pennsylvania. 

The Bureau of the Budget has advised that while there would be 
no objection to the submission of this report to your committee, that 
Bureau would recommend against the proposed authorization at this 
time since the status of the Kinzua Dam is in question at the moment, 
and since completion of this key factor in the justification of this 
hatchery will, in any case, involve a caeidecds period of time, 
thereby affecting the present estimate of future needs. 

Sincerely yours, 
Ross LEFFLER, 
Assistant Secretary of the Interior. 


O 











86TH CONGRESS HOUSE OF REPRESENTATIVES REportT 
1st Session No. 655 





AMENDING PROVISIONS OF THE CANAL ZONE CODE 
RELATIVE TO THE HANDLING OF THE EXCESS FUNDS 
OF THE PANAMA CANAL COMPANY 


Juty 14, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries 
submitted the following 


REPORT 


[To accompany H.R. 4328] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H.R. 4328) to amend provisions of the Canal Zone 
Code relative to the handling of the excess funds of the Panama Canal 
Company, and for other purposes, having considered the same, report 
favorably thereon with amendments and recommend that the bill as 
amniad do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof 
the following: 


That the fund of $10,000,000 now maintained by the Panama Canal Company in 
the Treasury pursuant to section 254 of title 2 of the Canal Zone Code, as added 
by the Act of June 29, 1948, (ch. 706, 62 Stat. 1076), shall, as of the date of en- 
actment of this Act, be deemed to have been paid into the Treasury as a dividend 
of said corporation. 

Sec. 2. Section 254 of title 2 of the Canal Zone Code, as added by the Act of 
June 29, 1948, is amended to read as follows: 

“Sec. 254. Borrow1na From Treasury.—The corporation may borrow from 
the Treasury, for any of the purposes of the corporation, sums of money not to 
exceed a total of $10,000,000 outstanding at any time. For this purpose the cor- 
poration may issue to the Secretary of the Treasury its notes, or other obligations, 
which shall have maturities agreed upon by the corporation and the Secretary of 
the Treasury, but shall be redeemable at the option of the corporation before 
maturity in such manner as may be stipulated in such obligations. Each such 
obligation shall bear interest at a rate determined by the Secretary of the Treasury, 
taking into consideration the current average rate on current marketable obliga- 
tions of the United States of comparable maturities as of the last day of the month 
teens the issuance of the obligation of the corporation. The Secretary of the 

reasury is authorized and directed to purchase any obligations of the corporation 
to be issued hereunder, and for such purpose the Secretary of the Treasury is 
authorized to use as a public-debt transaction the proceeds from the sale of any 
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securities issued under the Second Liberty Bond Act, as amended, and the pur- 
poses for which securities may be issued under the Second Liberty Bond Act, as 
amended, are extended to include any purchases of the corporation’s obligations 
hereunder 

The purpose of the bill is to reduce the interest burden on the 
Panama Canal. At present, under the 1948 legislation (62 Stat. 1076) 
which realined the various functions connected with the operation of 
the Panama Canal, the Panama Canal Company maintains a fund of 
$10 million on deposit with the Treasury, which sum is available to 
the Company for use in its operations. Although the money is on 
deposit with the ‘Treasury, the amount is still included in the invest- 
ment of the Government in the Company upon which interest must 
be paid. The effect of this bill would be to reduce the total upon 
which interest is required to be paid by $10 million, thus relieving 
the Company of interest on that amount which was $248,000 in the 
past | year. 

The bill as introduced would authorize the creation of a fund which 
would include the $10 million referred to, plus additions to be made 
by the Board of Directors from time to time, which fund would be 
available for the use of the Company. Accretions to the fund would 
decrease the base upon which interest is payable and withdrawals 
would increase the base to the extent of the withdrawal. The com- 
mittee took the view that such a fund might be built up to far more 
than the present $10 million figure in the course of time and that to 
permit withdrawal of such increased amount without any control by 
the Congress was undesirable. 

Accordingly, the bill was amended to authorize a borrowing au- 
thority of $10 million, with interest payable on the amount borrowed. 
Since there had been no withdrawals from the original fund, the 
committee was of the opinion that this limit was not likely to prove 
unduly restrictive. However, if future needs of the Company indi- 
cate that a larger sum would be desirable, application can be made 
to the Congress for enlargement of the authority. 

The bill as introduced is identical with H.R. 7225 of the 85th Con- 
gress, and the amendments adopted by the committee are identical 
to the amendments made in H.R. 7225 last year. The bill as reported 
is identical with the bill that passed the House last year. 

The executive communication from the Panama Canal Company 
and the reports from the Department of the Treasury and the General 
Accounting Office are as follows: 


PanaMA CANAL CompPaANy, 
OFFICE OF THE PRESIDENT, 
Balboa Heights, Canal Zone, February 6, 1959. 

Hon. Sam RaysBurn, 
Speaker of the House of Representatives. 

Dear Mr. Speaker: Enclosed for consideration by the Congress is 
a draft of a bill to amend provisions of the Canal Zone Code relative 
to the handling of the excess funds of the Panama Canal Company, 
and for other purposes. The Panama Canal Company recommends 
that the draft bill be enacted into law. 
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The purpose of the proposed legislation is to create a fund in the 
Treasury with money paid into the ‘Treasury by the Panama Canal 
Company which would be available for borrowing by the Company 
for authorized purposes. The emergency fund of $10 million the 
Company now maintains on deposit with the Treasury would be 
covered into the new fund. 

Under section 253 of title 2 of the Canal Zone Code, in its present 
form, the Board of Directors of the Company is required to appraise 
at least annually its necessary working capital requirements, together 
with reasonable foreseeable requirements for authorized plant replace- 
ment and expansion, and to pay into the Treasury funds in excess of 
those requirements. Such payments into the Treasury are applied 
to reduce the Government’s investment in the Company, as defined in 
section 246, on which the Company is required to pay interest. 

Under section 254 of title 2 of the Canal Zone Code, the corporation 
is authorized to borrow for temporary periods from a $10 million 
emergency fund the Company was required to establish in the Treas- 
ury with Company funds and without a corresponding reduction in the 
interest base. This emergency fund provision was written into the 
law in lieu of general borrowing authority. Under present law loans 
to the corporation from the emergency fund do not bear interest. 

The enclosed draft bill would consolidate and modify the concepts 
now separately contained in sections 253 and 254. This would be 
accomplished by amendment of section 253 to provide for payment 
of the corporation’s excess funds into a special fund in the Treasury 
from which the Company would be authorized to borrow. Money 
paid into the fund by the corporation would be removed from the 
interest-bearing investment and amounts borrowed from the fund 
would be restored to the interest base until repaid. 

The bill would also repeal section 254, under which the emergency 
fund is now maintained in the Treasury, and provide for payment of 
the $10 million emergency fund into the special fund established under 
section 253. 

Changes made by the bill in sections 246 and 255 are merely to 
conform the language of the sections to the new language of section 
253 by eliminating reference to future payments into the Treasury 
fund under section 253 as “dividends.” 

Enactment of the draft legislation would relieve the Company of 
the obligation to pay interest on the $10 million emergency fund now 
on deposit in the Treasury and would provide necessary borrowing 
authority for carrying on the operations of the Company. 

At the current rate of interest (2.555 percent) the liquidation of the 
emergency fund under the draft legislation would result in a reduction 
of $255,500 in the Company’s annual interest payment to the Treasury. 
In fiscal year 1958 the total interest payment was $8,778,560, computed 
on an investment of $351,861,652 at 2.482 percent. 

The Bureau of the Budget advised that there is no objection to the 
submission of this legislation to the Congress. 

Sincerely, 
W. E. Porrer, President. 


59014°—59 H. Rept., 86-1, vol. 4-36 
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OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, April 9, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

My Dear Mr. Cuarrman: Reference is made to your request for 
the views of the Treasury Department on H.R. 4328, to amend pro- 
visions of the Canal Zone Code relative to the handling of the excess 
funds of the Panama Canal Company, and for other pur poses. 

The bill would amend title 2 of the Canal Zone Code (a) by revising 
section 253 to require the Board of Directors of the Panama Canal 
Company to pay funds in excess of the corporation’s working capital 
requirements and reasonable foreseeable requirements for authorized 

lant replacement and expansion into a fund to be established in the 
Treasury, such funds to remain available for future advances to the 
corporation; and (6) by repealing section 254 and providing that the 
fund of $10 million now maintained in the Treasury pursuant to that 
section shall be deemed to have been paid into the foregoing fund. 

The Department would have no objection to the bill. 

The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to your 
comunittee. 

Very truly yours, 
JuLIAN B. Barrp, 
Acting Secretary of the Treasury. 


CompTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 3, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 


Dear Mr. CuarrMan: Your letter of February 13, 1959, requests 
our views on H.R. 4328. 

The primary purpose of the bill appears to be the establishment 
of a special fund in the U.S. Treasury into which would be paid all 
funds of the Panama Canal Company in excess of working capital 
requirements and reasonable foreseeable requirements for authorized 
plant replacement or expansion. The fund would be available for 
future advances to the Company when requested by the Board of 
Directors. Any payments into such fund would be deducted from 
the net direct investment of the Government in the Company on 
which the Company pays interest and any withdrawals therefrom 
would be added to such investment. The emergency fund of $10 
million now maintained in the Treasury pursuant to section 254 of 
title 2 of the Canal Zone Code and derived from funds of the Company 
would be deemed to have been paid into the new special fund and 
would reduce the net direct investment of the Government to that 
extent. 

The actual effect of the proposed legislation if enacted into law 
would be to permit the excess earnings of the Panama Canal Company 
that are paid into the special fund in the U.S. Treasury, including the 
existing emergency fund of $10 million, to be treated as a reduction 
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in the net direct investment of the Government, with a resultant 
decrease in interest charges to the Company on such investment. 

We have recommended in our audit reports on the Panama Canal 
Company and the Canal Zone Government that the $10 million 
emergency fund be covered into the Treasury as a dividend which 
would operate as a reduction in the Government’s investment and 
relieve the Company of annual interest payments on such amount. 
However, we believe that there may be a necessity for the Company 
to have funds readily available for use in case of an emergency and 
that the Company, therefore, should be given authority to borrow up 
to a specified amount from the U.S. Treasury, subject to the pay- 
ment of interest on any such borrowings. 

We note that a similar bill, H.R. 7225, in the 85th Congress, which 
was the subject of our comments to your committee, dated May 29, 
1957, was amended and passed by the House of Representatives on 
July 7, 1958, in accordance with the recommendation of your com- 
mittee, dated July 8, 1957 (H. Rept. 701), so as to require the $10 
million to be paid into the Treasury as a dividend of the Panama 
Canal Company and to authorize the company to borrow up to that 
amount, with interest, from the U.S. Treasury. 

We recommend enactment of H.R. 4328, with the same amendments 
which were made to H.R. 7225 of the 85th Congress by the House of 
Representatives. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Titte 2 or THE CANAL ZONE Cops 
(As added by section 2 of the Act of June 29, 1948 


(ch. 706, 62 Stat. 1077)) 

Section 1. * * * 

SecTION 2. * * * 

‘246. INVESTMENT OF THE UNirep Sratrs.—(a) * * * 

* ok Oo * ok * * 

“(d) The corporation shall account for its surplus as follows: 
(1) The total net income from operations from and after 1904 (when 
the Government acquired control of the New York company), plus 
the undistributed net income prior to 1904, less (2) payments to the 
Treasury as dividends from and after 1904, not applied as offsets to 
direct capital contributions as described below, and less (3) extraor- 
dinary expenditures or losses incurred through directives based on 
national policy and not related to the operations of the corporation, 
not reimbursed through specific appropriations by the Congress, and 
not applied as offsets to direct capital contributions as described 
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below. The corporation shall not be required to pay interest to the 
Treasury on any part of its surplus, as above defined. Repayments 
to the Treasury as dividends shall be applicable as offsets against 
directly contributed capital, past or future, in determin‘ng the base 
for the interest payments vemuiiied under paragraph (c) of this section. 
[Extraordinary expenditures and losses (as defined in clause 3 above), 
to the extent not reimbursed through specific appropriations, shall be 
considered as repayments to the Treasury analogous to dividends and 
similarly applicable as offsets against directly contributed capital. J 
Extraordinary expenditures and losses (as defined in clause (3) above), 
to the extent not reimbursed through specific appropriations, shall like- 
wise be applicable as offsets against directly contributed capital. 
* * * * * * . 

(‘‘253. Payment or Excess Funps into tHe TrEAsuRY.—The 
board of directors shall have the power and duty to appraise, at least 
annually, its necessary working capital requirements, together with 
reasonable foreseeable requirements for authorized plant replacement 
and expansion, and to pay into the Treasury as dividends the amount 
of funds in excess thereof. Such dividends shall be treated by the 
Treasury as miscellaneous receipts, but shall be treated on the books 
of the corporation as applicable to reduction of past or future direct 
Government capital contributions (as provided in section 246(d) of 
this title) in determining the base for interest payments required under 
section 246(c).] 

“253. Payment or Excess F'unps Inro Funp 1n Treasury.—The 
Board of Directors shall have the power and duty to appraise, at least 
annually, the corporation’s working capital requirements, together with 
reasonable foreseeable requirements for authorized plant replacement and 
expansion, and to pay into a fund to be established and maintained in the 
Treasury the amount of funds in excess thereof. Such payments shall 
remain available for future advances to the corporation when requested by 
the Board of Directors. In determining the base for interest payments 
required under section 246(c) of this title, the amount of the receipt 
shall be reduced by any payments into the fund and increased by any 
advances from the fund. 

(‘‘254. Emercency Funp.—The corporation may borrow from a 
fund to be established and maintained in the Treasury, for any 
authorized purposes of the corporation, but for limited periods only, 
sums of money not to exceed a total of $10,000,000 outstanding at 
any one time. The fund shall be established by the deposit by the 
New York company with the Treasury on or before June 30, 1948, 
of the sum of $10,000,000 from the invested depreciation reserve 
funds presently maintained by the New York company, which amount, 
less any amounts borrowed therefrom by the corporation from time 
to time, shall be maintained by the Treasury as a separate fund. 
Amounts borrowed from said fund shall be paid over to the cor- 
poration by the Secretary of the Treasury, and repayments thereof 
shall be redeposited in said fund and will be available for subsequent 
loans. Loans to the corporation from this fund shall not bear 
interest. ] 
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Titte 2 or THE CANAL ZONE Cops 


(As added by section 10 of the Act of September 26, 1950 (ch. 1049, 
64 Stat. 1042) 
(CHAPTER 1049) * * * 


+ * * * & * 


“955. APPROPRIATIONS To Cover Losses.— * * * 
- * * a +. = e 


[Provided, however, That repayments by the Corporation to the 
Treasury shall in no case be treated as dividends under sections 246 
(d) and 253 of this title until all amounts appropriated to the cor- 
poration under authority of this section shall have been repaid to 
the Treasury.”"] Provided, however, That repayments by the corpora- 
tion to the Treasury shall in no case be treated as payments into the fund 
maintained in the Treasury pursuant to section 253 of this title until 
all amounts appropriated to the corporation under authority of this 
section shall have been repaid to the Treasury. 


O 
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86TH CONGRESS HOUSE OF REPRESENTATIVES REpPoRT 
1st Session No. 656 


REPORT ON PANAMA CANAL 


JuLy 14, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 


submitted the following 


REPORT 


[Pursuant to sec. 136 of the Legislative Reorganization Act of 1946, Public Law 
601, 79th Cong.*] 


In accordance with section 136 of the Legislative Reorganization 
Act of 1946, your Committee on Merchant Marine and Fisheries 
submits the following report on the Panama Canal. 


1 Sec. 136. To assist the Congress in appraising the administration of the.laws and in developing such 
amendments or related legislation as it may deem eT each standing committee of the Senate and 
the House of Representatives shall exercise continuous watchfulness of the execution by the administrative 
agencies concerned of any laws, the subject matter of which is within the jurisdiction of such committee; 
and, for that purpose, shall study all pertinent reports and data submitted to the Congress by the agencies 
in the executive branch of the Government. 
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LETTER OF SUBMITTAL 
Jury —, 1959. 
Hon. 5AM RayBurRn, 
The Speaker, House of Representatives, 
Washington, D.C. 


Dear Mr. Speaker: By direction of the Committze on Merchant 
Marine and Fisheries, | submit herewith a report on the Panama 
Canal to the 86th Congress. 


Sincerely, 


Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries. 
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INTRODUCTION 


Under the Legislative Reorganization Act of 1946, the Committee 
on Merchant Marine and Fisheries has continuous jurisdiction over 
all legislation affecting the Panama Canal. In carrying out this re- 
sponsibility, the full committee and the Subcommittee on the Panama 
Canal have, from time to time, held hearings on matters affecting the 
Panama Canal, considered legislation therem directed, and have exer- 
cised continuous and unremitting interest in all matters bearing upon 
U.S. ownership and operation of the Panama Canal and on the prob- 
lems of transiting ships between the Atlantic and Pacific Oceans via 
Central America. 

In connection with this responsibility, the Committee on Merchant 
Marine and Fisheries proposed, in House Resolution 149 of the 85th 
Congress, approved by the House on February 27, 1957, a full study 
and investigation into the 


administration and operation of the Panama Canal and all 
laws and problems relating thereto, together with the neces- 
sity of providing additional transiting facilities for vessels 
between the Atlantic and Pacific Oceans. 


Such an investigation was carried out in the 85th Congress by the 
Subcommittee on the Panama Canal, and a re port filed ‘by the sub- 
committee with the full committee on January 7, 1959. 

While the members of the Committee on’ Merchant Marine and 
Fisheries were studying this subcommittee report for their own infor- 
mation and for better understanding of the problems inherent in U.S. 
operation of the Panama Canal, events in Central America, including 
an abortive attempt by nationals of another country to invade the 
Republic of Panama, placed new emphasis on the vital importance of 
the Panama Canal to the United States and the entire free word. 

Behind almost every political development in the Republic of Pan- 
ama is a consciousness of the place of the Panama Canal in the 
economy of the Republic of Panama. Behind the recent attempt at 
an invasion of the Republic of Panama and the toppling of the Govern- 
ment of the Republic of Panama was at least an implied threat of a 
worsening of relations between the Republic of Panama and the United 
States over our rights 1 in perpetuity to the Canal Zone. 

Under those circumstances, the Committee on Merchant Marine 
and Fisheries believes that the information made available to the 
committee by its Subcommittee on the Panama Canal at the close of 
the 85th Congress is timely and relevant to the events currently 
occurring in Central America and would be extremely helpful to the 
membership of the House of Representatives and to the public gen- 
erally in understanding the role of the United States in the operation 
of the Panama Canal and the importance of this role to our Nation 
and to the free world. 

For that reason, this report. on the Panama Canal is made to the 
House of Representatives by the Committee on Merchant Marine 
and Fisheries in the form it was submitted to the committee on Janu- 
ary 7, 1959, by the Subcommittee on the Panama Canal of the 85th 
Congress. 
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REPORT OF THE SUBCOMMITTEE ON THE PANAMA CANAL 


Pursuant to House Resolution 149, 85th Congress, Approved February 
27, 1957 
JANUARY 7, 1959. 
PREFACE 


House Resolution 149 of the 85th Congress, approved by the House 
on February 27, 1957, authorized the Committee on Merchant Marine 
and Fisheries, ac ting ‘as a whole or by subcommittee, “‘to conduct full 
studies and investigations and make inquiries relating to matters 
coming within the jurisdiction of such committee,” including, among 
other things: 


* * * administration and operation of the Panama Canal 


and all laws and problems relating thereto, together with 
the necessity of providing additional transiting facilities for 
vessels between the Atlantic and Pacific Oceans. 


On assignment from the chairman of the Committee on Merchant 
Marine and Fisheries, the Honorable Herbert C. Bonner, the Sub- 
committee on the Panama Canal has conducted numerous hearings 
and executive sessions in this Congress on various phases of the 


committee’s saogneniy e and investigative responsibilities involving the 


Panama Canal under House Resolution 149. These have ranged 
from routine, day-to-day governmental practices within the Canal 
Zone to major questions of far-reaching international importance 
involving U.S. policies in the operation of the vital interocean 
waterway. 

By far the most important single legislative proposal comnaates by 
the subcommittee in the 85th Congress has been H.R. 6709, <gpbill to 
implement the 1955 Treaty of Mutual U nderstanding and C neatteahion 
between the United States and the Republic of Panama, and the 
accompanying Memorandum of Understandings Reached. 

Because of the tremendous impact of this treaty and of subsequent 
implementing legislation upon the operations of the Panama Canal 
Company and the Canal Zone Government, the subcommittee made 
a comprehensive on-the-scene study into every aspect of the treaty’s 
repercussions. Fourteen days were spent in Central America on a 
rigorous schedule of hearings, and tours of every single installation in 
the zone or in the adjoining Republic of Panama affected in any way by 
the treaty’s provisions. In addition, the subcommittee studied the 
day-to-day operations of the canal itself and of the supporting activi- 
ties in the zone. 

As part of its work in Central America, the subcommittee also 
examined into the various proposals for substantially increasing 
capacity for transiting shipping between the Atlantic and Pacific 
Oceans, including a 10-hour flight by military aircraft over the pro- 
posed route of an alternate canal through Nicaragua. 

1 
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In the period since the subcommittee visited the zone as a group, the 
chairman of the subcommittee and individual members of the sub- 
committee or of the Committee on Merchant Marine and Fisheries 
have made further visits to the Canal Zone and their studies have 
helped to keep the subcommittee current on developments as they 
have occurred. 

This report to the House Committee on Merchant Marine and 
Fisheries is intended to summarize major problems confronting the 
Panama Canal Company, the Canal Zone Government, and the 
American citizens employed in the Canal Zone. At stake, of course, 
are vital interests of the Government of the United States and of the 
entire free world. 


I. SrraTecic IMPORTANCE OF THE PANAMA CANAL 


In a sharply divided world of chronic tension, recurring crises, and 
periodic outbreaks of regional violence or ‘‘brush-fire”’ wars, each new 
alarm in international affairs points up dramatically the strategic im- 
portance to the entire free world of the continued efficient operation 
of the Panama Canal. 

Its role in two World Wars and the Korean war was, of course, a 
monumental one. During World War II for instance, more than 
5,300 combat vessels and about 8,500 other ships serving military 
requirements in the movement of troops and cargo were transited 
through the canal, with incalculable savings to the Allied cause in 
terms of time, money, and—most important—of lives. 

The canal—inherently an instrument of peacetime commerce—has 
truly been a national lifeline for the United States in time of war. 

More recently, the existence of the Panama Canal and its effective 
operation were decisive factors in preventing serious disruption of the 
economies and defense capabilities of many of our allies throughout 
the free world when the Suez Canal was suddenly closed to traffic 
several years ago. 

When Suez was closed, oil and other vital materials continued to 
flow in an orderly manner in the channels of world trade, thanks in 
large part to the ability of the Panama Canal Company to gear its 
operations to handle the sudden increase in volume of transits the 
Suez closing had generated for the Panama Canal. 

Again, in the past year, new upheavals in the Near East at first 
appeared to herald a complete cessation of oil shipments from that 
area to the free world. Although the danger may have been more 
imagined than real, nevertheless the fear itself was real at the time. 
Under the circumstances, it was a source of deep satisfaction to the 
members of this subcommittee that the Panama Canal functions as 
it does under able and devoted American officials and well-trained 
and conscientious employees determined at all times to keep open 
the lines of commerce to all parts of the world. 


Il. Lamrtina Factors iv PANAMA CANAL CAPACITY 


In any event, and regardless of any possible emergency situation, 
projections of traffic trends for the Panama Canal indicate steadily 
increasing demands upon canal capacity in the years ahead. It is 
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noteworthy that records were established in Panama Canal traffic 
even after the reopening of Suez. 

In the future, therefore, and particularly with further relaxations 
in restrictive trade barriers, improved business conditions throughout 
the world as living standards in the United States and elsewhere move 
steadily forward, and with stepped-up industrialization of relatively 
underdeveloped areas of the world, etc., the demands upon the 
Panama Canal are expected to rise to a point at which, in 20 years or 
less, the present canal will probably be unable to cope with them. 


CONGESTION ALREADY SERIOUS 


As a matter of fact, the Panama Canal is already suffering from 
acute congestion and serious delays in transits. It is our opinion 
that the Panama Canal Company has been doing a remarkable job 
so far in meeting the demands thrust upon it. It has performed this 
job under many handicaps and difficulties, including some severe 
operational problems created for it by obsolescence of portions of 
the canal itself and of some of its equipment. These problems have 
been intensified by far-reaching changes over the years in the design 
of ships using the canal and in the types of cargoes being transported 

For instance, a steadily increasing volume of ships presenting them- 
selves for transit has consisted of so-called clear cut ships—large 
tankers or superships or ships carrying flammable or explosive cargoes. 
The “clear cuts” generally are so long and wide, or so unmaneuverable, 
or otherwise so dangerous that they must have a completely clear 
path through the 8-mile-long, narrow and winding Gaillard Cut, the 
most troublesome bottleneck segment of the 51-mile canal. 

Not only must these ships traverse the cut without meeting on- 
coming traffic—thus making the canal to all practical purposes only 
& one-way operation for long periods of time—but because of the 
dangerous twists and bends in the cut and the absence of lighting, 
many if not most of the ‘‘clear cuts’? must go through in daylight 
hours only. At the lock areas, too, poor lighting has ruled out the 
lockage of “clear cuts” after dark. Thus, the more “clear-cut ships,” 
the more delays have been oceasioned for other shipping in the precious 
daylight hours. At night, the unlighted Gaillard Cut of necessity 
has become a one-way route for all shipping. 

(The Panama Canal Company defines “clear cuts” as normally being 
those ships carrying flammable or explosive cargo; or overdraft 
ships; or Mariner class ships with obstructions in visibility and/or 
adverse load conditions; or large tankers over 585 feet in length or 
79 feet in beam; or superships over 654 feet in length or 79 feet in 
beam—normally a very large passenger ship or ore carrier or warship. 
Among the “clear cuts” listed above, the large tankers, superships, 
and ships carrying highly flammable or explosive cargo are further 
regarded as ‘daylight clear-cut ships’—meaning they may transit the 
Gaillard Cut and all locks only during daylight hours.) 

The special handling a large “clear-cut ship’’ requires through the 
locks increases the normal lockage interval time from 80 to 110 minutes 
or more, and to as high as 170 minutes for a “supership.” 

(Locks are 109 feet 4 inches wide at a depth of 9 feet from the 
bottom of the chamber and are 104 feet wide at the bottom. They 
have a usable length of 975 feet and maximum usable depth of 41 feet.) 
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Ill. SHort- ann Lona-Ranar Puans To INCREASE CAPACITY 


Some of the Panama Canal Company’s most serious operational 
problems in the transiting of ships will be solved by extensive work 
now underway or soon to begin under the so-called short-range plan of 
improvements and modernization. At the same time, only a drastic 
project for expansion of capacity substantially can probably meet the 
needs of interocean shipping within the next 20 years. 


THE SHORT-RANGE IMPROVEMENT PLAN 


The short-range plan, drafted in 1957 by an ad hoc committee on 
canal capacity of the Board of Directors of the Panama Canal Com- 
pany, based on recommendations of a working committee of top staff 
experts in canal operations, in brief calls for the following: 

(a) Lighting the Gaillard Cut so that it can be used safely on 
a 24-hour basis by all shipping, including two-way treaflic at night 
for all but the larger ships; 

(6) Widening sections of the Gaillard Cut from 300 feet to 500 
feet to reduce the number of ships requiring ‘‘clear-cut”’ treat- 
ment and to eliminate recurring accidents involving the larger 
ships; 

(c) Better illuminetion of the locks and lock areas so that even 
the larger ships can be locked through after dark; 

(dq) Creation of new anchorages and mooring facilities to 
minimize the danger of collisions in two-way traffic and to provide 
turnouts for other ships so as to permit the ‘‘clear-cuts’ to go 
through; and 

(e) The replacement with more modern and efficient equip- 
ment of the 44-year-old, original equipment, 3-mile-an-hour 
electric “mules,”’ which have pulled ships through the locks since 
the canal was first opened early in the century. 

Your subcommittee has made an extensive on-the-scene study of 
the planned improvements under the short-range program and has 
been impressed with their desirability and, in fact, the urgency of 
many of the recommendations. Portions of this work are already 
in progress. 

The modernization of the locks’ locomotive equipment has been 
budgeted by the Panama Canal Company at from $4,772,180 to 
$6 290,000 depending upon the efficiency of the experime ntal equip- 
ment now being tested. Funds have been set aside for this work. 
The remainder of the short-range program approved by the Board 
of Directors of the Panama Canal Company will cost in the neighbor- 
hood of $19 million. This work is to be financed out of Canal Com- 
pany corporate earnings and resources in the 1959-62 fiscal years 
without the necessity of borrowing from the Treasury or seeking 
appropriations. 


NEED FOR LONG-RANGE EXPANSION PROJECT 


More important from a long-range standpoint than a patchwork 
correction of unduly dangerous conditions in the present canal, and 
the replacement of some outmoded equipment, is the need for a very 
substantial expansion of our capacity for moving ships from one 
ocean to another across central America. It appears clear that as 
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traffic trends are projected ahead, eventually the present canal’s 
limitations will lead to such extended delays as to be almost self- 
defeating of its role as a shortcut and timesaver for interocean shipping. 

This will certainly not happen overnight—probably not, as noted, 
for two decades, if the short-range program of improvements de- 
scribed above is carried out, as planned, by 1963. These changes 
are supposed to fulfill estimated demands for reasonable canal capac- 
ity from that year until 1976. 

While 1976 seems a long time ahead for serious concern now, the 
fact is that unless steps are taken in the near future to decide upon 
and carry out an approved long-range expansion program from among 
the various plans which have been “tentatively engineered and found 
feasible, the work cannot be completed in time to “provide this added 
capacity when it will be badly needed. 


TIME ELEMENT IMPORTANT FOR LONG-RANGE PROJECT 


The long-range expansion projects which have been found to be 
feasible from an engineering standpoint vary in probable cost from a 
low estimate of $100 million to billions of dollars, depending upon 
whether they involve basic changes in the design of the existing 
canal or an entirely new canal in another location. 

Whatever the ultimate solution, whether by the resumption of 
work on the third locks project begun prior to World War II and 
never completed, or by the conversion of the present Panama Canal 
to a sea level canal as proposed in the 1947 Mehaffey report, or by 
construction of the proposed Nicaraguan Canal with which the 
United States has treaty rights, the Board of Directors of the Panama 
Canal Company has noted the tremendous scope of the engineering 
work involved and has strongly urged a prompt decision by the 
Federal Government on the course to be followed. 

Otherwise, the Board has warned, the long-range solution may not 
be started soon enough to assure its completion when needed. Further- 
more, the Board noted, the studies the Canal Company itself is making 
on a possible long-range solution may turn out to be wasted effort as 
a result of possible concentration on what later may be regarded as 
the ‘‘wrong”’ approach. 


MERCHANT MARINE COMMITIEE CHAIRMAN TAKES INITIATIVE 


Concerned over the warnings which had been issued by the Board 
of Directors of the Panama Canal Company on the need for a prompt 
decision by the U.S. Government in selecting the one long-range 
expansion plan to be followed, Chairman Bonner of the House Com- 
mittee on Merchant Marine and Fisheries has taken the initiative in 
seeking to stimulate official action in this vital issue of national policy 
With the approval of the Committee on Merchant Marine and Fisher- 
ies, Chairman Bonner in 1957 appointed a special board of consultants 
to the committee, composed of outstanding engineers, to make what 
amounts to a ‘“‘study to end the studies.”” This board of consultants 
has been asked to recommend to the Congress what it regards as the 
most practical plan from among the feasible proposals for increasing 
transisthmian shipping capacity to the degree considered necessary 
for future traffic demands. 
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The panel of experts appointed by Chairman Bonner includes: 

Mr. Francis 5. Friel of Philadelphia, vice president] of the 
American Society of Civil Engineers. 

Lt. Gen. Leslie R. Groves, USA, retired, of Darien, Conn., 
vice president of Remington-Rand, Inc., and former wartime 
chief of the Manhattan District atomic bomb projects. 

Dr. S. C. Hollister, of Ithaea, N.Y., dean of engmeering of 
Cornell University. 

Mr. E. Sydney Randolph, of Baton Rouge, La., industrial 
engineer. 

Dr. Hartley Rowe, of Boston, Mass., vice president of the 
United Fruit Co., who has broad background in engineering and 
transportation experience, much of which was gained in the 
Canal Zone. 

Mr. John E. Slater, of New York, consulting engineer, and 
former president of the American Export Lines. 

® The board of consultants has made a preliminary report on its work 
to the Committee on Merchant Marine and Fisheries, and the Sub- 
committee on the Panama Canal is particularly pleased at the excellent 
progress the group has been making toward the solution of ap urgent 
national problem. 

Meanwhile, officials and employees of the Panama Caral Com- 
pany and the Canal Zone Government are wholeheartedly exerting 
their full efforts and resourcefulness in meeting current, often nerve- 
wracking demands upon the canal’s facilities. From firsthend ex- 
perience, the subcommittee has noted the outstanding work, in par- 
ticular, of the canal’s justly famous pilot corps. At the time of the 
subcommittee’s visit to the Canal Zone, pilots were working an aver- 
age of 20 hours overtime a week, under great stress, to keep the ships 
moving. The greatest individual burden in the canal’s traffic crisis 
has been falling on their shoulders. It should be noted, however, 
that the men in the locks, and all employees, were also found to be 
carrying heavy working assignments with skill and devotion. They 
reflect a pride in their work which is most gratifying to the 
subcommittee. 


IV. Impact or tHe 1955 Treaty With Repvustiic or Panama 


The physical limitations of a facility built half a century or so ago 
are not the only problems facing officials and employees in the opera- 
tion of the canal. As a matter of fact, the subcommittee was deeply 
concerned during its extended visit to the Canal Zone over the extent 
of the problems created for thousands of employees of the canal and 
for our entire operation in the zone by numerous provisions of the 
1955 treaty. 

Morale among American citizen employees of the Canal Company 
and Zone Government was seriously threatened by some adjustments 
made necessary as a result of the treaty. The Governor of the 
Canal Zone (and ex officio President of the Panama Canal Company), 
Maj. Gen. W. E. Potter, is to be congratulated for the tremendous 
job he has done personally in trying to meet morale problems head on. 
He has made it possible for employees to bring new problems to official 
attention immediately—to his personal attention—and to enable 
employees to receive clear and unequivocal answers to their questions. 
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Undoubtedly, the Governor’s warm personality and sincere interest in 
employee living and working conditions have been largely responsible 
for preventing a serious breakdown in morale as a result of recent, 
necessary readjustments. 

Since management officials of the Canal Company and the Zone 
Government were also having their own share of problems in conform- 
ing with treaty requirements, most of the U.S. citizen rank-and-file 
employees were willing to make the best of a difficult transitional 
situation, knowing that as Americans they were all involved in varying 
degrees in the same problems. 


OPEN HEARING SCHEDULED IN CANAL ZONE 


The subcommittee performed, we believe, a most valuable function 
in this connection in conducting an open hearing at which various 
employee groups were represented by spokesmen and _ individual 
witnesses were also heard on a wide variety of phases of Canal Zone 
living, problems, and concerns. 

Testimony ranged over such widely divergent fields as the standards 
for nurses to the degree of—or lack of—democracy available to the 
American families living in the Canal Zone. A basic concern, how- 
ever, was the impact upon living costs and living conditions as a 
result of the 1955 Treaty of Mutual Understanding and Cooperation 
agreed to by the United States and the Republic of Panama, and its 
accompanying memorandum of understandings reached. 

Much of the time of the subcommittee—most of the time of the 
subcommittee—was devoted to study of the impact of this treaty 
upon canal operations but the morale aspect involving individual 
employees was certainly important enough to warrant the serious 
attention the subcommittee gave it. 


PROVISIONS OF 1955 TREATY 


The original 1903 treaty between the United States and the Republic 
of Panama, following the latter nation’s achievement of independence 
from Colombia, provided for a lump-sum payment of $10 million in 
gold coin, and an annual payment of $250,000 in gold coin, for U.S. 
rights in perpetuity in the 10-mile-wide strip which then became the 
Canal Zone. The land was to be turned over for the purpose of 
construction of a ship canal, with powers within that area which the 
United States would possess and exercise if it were the sovereign of 
the territory—to the entire exclusion of the exercise by the Republic 
of Panama of any such sovereign rights, power, or authority. 

In 1936, following the devaluation of the American dollar in terms 
of gold content, the 1903 treaty was revised by mutual agreement 
between the United States and the Republic of Panama to raise the 
annuity payment to $430,000, retroactive to the 1934 payment 
reflecting the actual change in gold value. The amount of the annual 
payment remained unchanged thereafter until the treaty of 1955. 

hat treaty, and the memorandum of understandings reached, 
increased the annual payment to the Republic of Panama by 
$1,500,600 to a total of $1,930,000. It made these further concessions 
or awards to the Republic of Panama: 
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It provided for the outright transfer to the Republic of Panama, 
free of cost, as soon as practical, of all of the properties of the Panama 
Canal Company or the Canal Zone Government located outside of 
the Canal Zone itself in the territory of the Republic of Panama. 
Extensive other properties of the Defense Department and the Depart- 
ment of State of the United States similarly located outside the Canal 
Zone in Republic of Panama territory were also to be transferred on 
the same terms. 

(The property involved in this mass transfer, schools, hospitals, 
extensive residential construction, complete terminal facilities at 
both the Atlantic and Pacific ends of the Panama Railroad, railroad 

yards, military reservations, etc., was valued at about $24 million. 
Many of the facilities involved oe replacement, within the 
Canal Zone, in one manner or another. 

The United States, furthermore, sie undertaken to construct a 
high-level, $20 million bridge across the canal at Balboa to speed 
Panamanian vehicular traffic from one part of the Republic of Panama 
to another. 

(The existing Miraflores Bridge, a drawbridge, has been opened so 
often in recent years to permit ships to go through, and has been kept 
open for such long intervals due to delays in transiting larger ships, 
that it has been a serious bottleneck and a source of resentment to 
citizens of Panama. A ferry service operated as a free convenience 
by the Panama Canal Company is far from adequate to meet the 
needs.) 

There were many additional concessions included in the 1955 agree- 
ments with the Republic of Panama: an agreement to eliminate vari- 
ous Panama Canal Company commercial operations regarded by the 
Republic of Panama as competing with its enterprises; the denial of 
commissary privileges in the Canal oo to Panamanian citizen em- 
ployees not actually living in the Canal Zone; establishment of a 
single basic wage and salary scale for both U.S. citizens and Latin 
Americans performing similar work (although U.S. citizens continue 
to receive a 25 percent differential); extension of U.S. civil service 
competitive procedures in the Canal Zone to non-U:S. citizens apply- 
ing for jobs for which they are qualified (except for designated security 
positions reserved to U.S. citizens); right to impose income tax on 
Panamanian citizens living in the Canal Zone; transfer to the Re- 
public of Panama of full responsibility for all sanitation work outside 
the Canal Zone; extension of U.S. civil service retirement benefits to 
Latin American employees in the Canal Zone; and numerous other 
concessions to the Republic of Panama, its treasury, its economy, and 
its sense of national pride. 


SUBCOMMITTEE, AND CONGRESS, CARRY OUT TREATY OBLIGATIONS 


Negotiations for the treaty of 1955 were initiated by the Presidents 
of the United States and of the Republic of Panama during a state 
visit by President Remon of Panama to the United States in Septem- 
ber-October 1953, and were completed by diplomatic officials of the 
two countries. The resulting treaty wes then ratified by the Senate 
of the United States. Up to that moment, of course, there was no 
requirement under the Constitution of the United States for consulta- 
tion with the House of Representatives or any of its committees as 
to the terms of the treaty. 
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Nevertheless, the negotiation and ratification of the treaty of 1955 
created substan‘ial obligations for the United States which could be 
fulfilled only by legislation either originated by or concurred in by 
the House of Representatives. This subcommittee, and the Commit- 
tee on Merchant Marine and Fisheries, thus were faced with the 
responsibility for guiding to enactment some of the necessary legisla- 
tion to implement the 1955 treaty. It was not a particularly happy 
assignment. 

In addition to the House Committee on Merchant Marine and 
Fisheries, the House Committee on Post Office and Civil Service and 
the House Committee on Appropriations also had legislative responsi- 
bilities thrust upon them by the 1955 treaty. 

Of course, with the good faith of the Government of the United 
States in the balance, it is incumbent upon the House of Representa- 
tives to agree to the enactment of necessary implementing legislation 
to carry out treaty obligations entered into without any consultation 
iith the House, unless there appear to be compelling, overriding 
reasons of the most far-reaching importance to the Nation for the 
House to feel it should not go along. 

Thus, even though the 1955 treaty with the Republic of Panama 
gave to the United States virtually no concession of any significance 
(other than the temporary use of some Panamanian land for defense 
maneuvers), and even though the treaty imposed many financial bur- 
dens on the United States, the Canal Company, and the Canal Zone 
Government, and even though it disrupted the living arrangements 
of many American families, the various committees of the House 
required to initiate or approve legislation to implement the treaty all 
carried out this obligation conscientiously, even if reluctantly. 

For instance, on the recommendation of this subcommittee, the 
Committee on Merchant Marine and Fisheries approved and guided 
through the House H.R. 6709, by Chairman Bonner, to authorize 
transfer of the listed treaty property items to the Republic of Panama 
and to provide for appropriate revisions in the Panama Canal Com- 
pany’s financial structure. This legislation was ultimately approved 
August 30, 1957, as Public Law 85-223. 

Similarly, on the recommendation of the Committee on Post Office 
and Civil Service, legislation to establish the single wage scale for both 
USS. citizen and Latin American employees in the zone and to extend 
civil service opportunities and retirement benefits to non-U.S. citizens 
in the Canal Zone was approved July 25, 1958, as Public Law 85-550. 

And the Committee on Appropriations provided funds in the appro- 
priate appropriations bills to pay an additional $1,500,000 a year to 
the Republic of Panama and to build the $20 million high-level bridge 
across the canal at Balboa Heights. 


ALLOCATION OF COST OF INCREASED ANNUITY 


President Eisenhower and the Bureau of the Budget had recom- 
mended, in. connection with committee and subeommittee considera- 
tion of H.R. 6709, that the additional $1,500,000 annual money pay- 
ment to the Republic of Panama be added to the annual obligations 
of the Panama Canal Company. (The Canal Company, out of its 
resources as a business-enterprise-type Government corporation, has 

een responsible since 1951 for providing the $430,000 to pay the 
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Republic of Panama each year as called for under the treaty of 1936.) 
The Committee on Merchant Marine and Fisheries did not include 
this administration recommendation in H.R. 6709. As a result, the 
additional $1,500,000 for Panama each year is appropriated by Con- 
gress as part of the funds of the Department of State, while the 
Panama Canal Company continues to provide annually for this pur- 
pose only the $430,000 originally assessed against it. 


CANAL COMPANY-——-ZONE GOVERNMENT RELATIONSHIP 


The subcommittee has noted a great deal of misunderstanding over 
the different roles played by the Panama Canal Company and the 
Canal Zone Government and the completely different accounting 
systems and budget structures they have. Perhaps this is a good 
place to try to clear up some of the possible confusion. Both agencies 
exist primarily, of course, for the purpose of assuring the efficient 
operation of the canal. 

Prior to 1951 the Panama Canal was maintained and operated by a 
governmental agency known as the Panama Canal, which was also 
responsible for governmental activities in the Canal Zone and operated 

art of the supporting activities essential to the operation of the canal. 

‘he Panama Railroad Company, which before 1948 was a New York 
corporation, had been owned by the United States since the stock was 
acquired in 1904 with the other assets of the New French Canal Co. 
The corporation was originally formed as a private company to build 
and operate the Panama Railroad, but after the U.S. Government 
acquired the stock the Company was used extensively in support of 
first the construction and then the operation of the canal. It not only 
furnished transportation services through the railroad and the steam- 
ship line, but it also operated the commissaries, the dairy, the hotels, 
and other supporting activities of a business type. 

Public Law 808 of the 80th Congress, approved June 29, 1948, 
provided a Federal charter for the Panama Railroad Company and 
several of the activities of a business type that had been carried on by 
the Panama Canal were transferred to the coi poration. 

Public Law 841 of the 81st Congress, approved September 26, 1950, 
and effective July 1, 1951, provided for the transfer to the corporation 
of the remaining business-type activities of the Panama Canal, includ- 
ing the waterway. The name of the corporation was changed from 
Panama Railroad Company to Panama Canal Company, since the 
operation of the waterway would thereafter be the primary activitv 
of the Company. 

Activities of a governmental nature, such as the operation of schools 
and hospitals and the provision of police and fire protection, which had 
been carried on by the Panama Canal, were not transferred to the 
corporation but the name of that agency was changed to Canal Zone 
Government. 

Funds for operation of the Canal Zone Government are appro- 
priated annually by Congress, but the entire appropriation is reim- 
bursed to the Treasury from receipts of the Canal Zone Government 
or direct reimbursement by the Panama Canal Company. In fiscal 
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year 1958 the net cost of Canal Zone Government reimbursed to tha 
Treasury by the Company was $10.7 million. 

The Panama Canal Company is required by law to recover all costs 
of operation and maintenance of its facilities, including depreciation. 
The company is also required to pay interest to the U.S. Treasury on 
the net direct investment of the U.S. Government in the Company, 
and to reimburse the Treasury for the annuity payments to the 
Republic of Panama of $430,000 required under the 1936 treaty. 
The Panama Canal Company, while not expected to make any sig nifi- 
cant profits, is expected to pay its own way in every respect. If it 
does not do so, tolls are to be revised to make the operation self- 
sustaining. Revising the tolls structure, however, is a very long 
drawn out and complicated procedure. The tolls structure has 
remained virtually unchanged since the canal was first opened. 

While the Canal Company’s operating revenues since 1955 would 
probably have covered the additional $1,500,000 annuity payment 
if such charge were assessed against the Company, it is possible that 
within a few years this added obligation would require a change in 
toll rates. Unresolved, in the meantime, is the question whether the 
additional amount of the annuity is properly assignable as an oper- 
ating expense of the Panama (¢ ‘anal or is more appropriately a charge 
against the nation’s foreign policy, where it now lies. 


V. SuBCOMMITTEE INVESTIGATION IN CENTRAL AMERICA 


It was in an attempt to learn more about this question, which had 
been postponed while H.R. 6709 was before the committee, as well as 
to study all aspects of Panama Canal Company and Canal Zone 
Government operations, that the subcommittee visited Central 
America:in November-December 1957. 

The group consisted of Representative Leonor K. Sullivan, chair- 
man, and Representatives Alfred E. Santangelo, Vincent J. Dellay, 
Timothy P. Sheehan, William S. Mailliard, Robert J. McIntosh, and 
John J. Allen, Jr. They arrived in the isthmus on Thanksgiving Day 
and immediately began their study of canal conditions en route from 
Cristobal to Balboa via the transcontinental Panama Railroad which 
parallels the canal. Governor Potter and top members of his staff 
interrupted their holiday to meet with the subcommittee for several 
hours to map out the subsequent activities of the group. 

From that time until the Members left. Panama 2 weeks later, they 
crossed and recrossed the isthmus by train, automobile, and plane, 
visited every single piece of property on both the Atlantic and Pacific 
sides of the isthmus scheduled for transfer to the Republic of Panama, 
visited most of the installations of the Canal Zone, even visited 
Taboga Island to see U.S. property being transferred under the 1955 
treaty. 

megs ee of the investigation included: 

A firsthand investigation of locking operations (at Miraflores 
lock) during which the group noted the tight squeeze in transiting 
some of the larger vessels and learned of the need for faster ‘mules’ 
to replace those which have been in operation since the opening of 
the canal. 


43175—59——3 
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TRIP THROUGH GAILLARD CUT 


A trip by tug through the Gaillard Cut, which brought force- 
fully to the attention of the group the extremely close tolerances and 
the present danger in the transit of large ore-carrying vessels. The 
tug carrying the subcommittee followed one such vessel which vir- 
tually took up the entire width of the “‘cut,’”’ and thus they could 
visualize the ever-present possibility of such a vessel, in wind or 
unusual current conditions, veering off to slam into the banks of the 
canal. At one of the few spots in the “cut’’ where such a maneuver 
was possible, the subcommittee’s tug sped around the huge vessel. 
Although canal officials assured the subcommittee there was no 
possible danger connected with that maneuver under the conditions 
in which it took place, veteran canal pilots later expressed concern 
over the things which ‘might have happened” to jeopardize the 
congressional group’s safety. This entire experience underlined the 
necessity for a wider channel in this part of the canal, and subseq"ent 
testimony as well as interviews with canal officials and pilots con- 
cerning the delays now being experienced in the transiting of large 
vessels—and of all canal traffic, in fact—emphasized the importance 
of proceeding with plans to widen sections of the Gaillard Cut. 

3. A trip to the summit of Contractor’s Hill, overlooking the 
Gaillard Cut, where the group could see graphically the improvements 
which would result in canal traffic from planned widening of sections 
of the cut. While at this vantage spot, the subcommittee could see 
the reminders of previous earth slides which had blocked the canal for 
varying periods, and noted the tremendous terracing work which had 
been required to minimize the danger of future slides. Standing at 
this point which marks the Continental Divide, the subcommittee 
enjoyed a breathtaking view of long stretches of the canal, and was 
thrilled and awed by the imaginative engineering work which went 
into the construction of this wonder of the 20th century world. 


PROBLEM OF ‘“‘CLEAR-CUTS”’ 


In connection with its studies of the operation of the Gaillard Cut 
portion of the canal, the subcommittee was impressed by the need for 
nighttime lighting of this section, as now planned. It could also 
understand why a growing portion of the canal’s traffic consists of 
so-called clear-cuts—ships so large and unwieldy that they must have 
protected one-way traffic while in the cut. Widening of the cut and 
installation of lighting should make possible more efficient use of the 
cut over a 24-hour period and thus could substantially increase the 
onnrn ity of the present canal in meeting mounting traffic demands. 

An evening spent with nearly all ‘of the pilots employed by the 
pide Canal. At this annual affair of the pilots’ association, each 
member of the subcommittee met and talked with many individual 
pilots, each of whom had something of value or importance to con- 
tabene to the subcommittee’s understanding of present operating 
problems in the canal based on heavy traffic load and the canal’s 
limited capacity. Of course, the subcommittee also learned from this 
evening all of the “gripes”’ of the pilots as to their working conditions, 
and their desire for legislation permitting them earlier retirement as a 
result of the physically exhausting and disabling nature of their jobs, 
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but primarily the discussions centered arovrid the’ need for widening 
the cut, lighting the passage for nighttime operations (as proposed in 
the short-range plan). and continuing pilot recruiting efforts. Almost 
without exception, the pilots individually had hair-raising experiences 
to describe growing out of present canal limitations of capacity in 
relation to traffic demands. Working hours are apparently extremely 
long and working conditions for these expert men in their tremen- 
dously responsible assignments seem to make them, as they tell it, 
candidates for ulcers. “Nevertheless, the pride of these men in the 
work they do and in the canal is unmistakably enthusiastic. 


THOROUGH REVIEW OF COMPANY-ZONE FINANCES AND POLICIES 


5. A full day’s closed hearings with all top officials of the Canal 
Company and Zone Government into every phase of their current 
operations: Budgeting, finance, personnel, operations of the steamship 
company, the railroad, the retail stores and services, relations with the 
Republic of Panama, problems growing out of the transfer of proper- 
ties of the Republic of Panama, methods of allocating—if that is 
required by Congress—the added $1,500,000 in annual payments to the 
Republic of Panama as called for under the 1955 treaty, and then an 
extended discussion of canal traffic problems and improvement needs. 
Growing out of this discussion was one of the most impressive experi- 
ences of the trip; that is, 

6. A visual demonstration in the complete, built-to-scale model 
room where the entire canal is depicted in two views: the present canal, 
complete in every detail, and the proposed sea level canal, also built 
to similar scale and in similar detail. The demonstration presentation 
was made by General Potter and Colonel Arnold in such clear and 
understandable manner that the subcommittee considered it one of 
the most valuable experiences of the entire trip. It was in the course 
of this presentation that the subcommittee saw the consequences to 
the entire canal operation of delays in the cut caused by the mount- 
ing volume of ‘clear cuts’’ in transit, as well as the need for greater 
anchorage space for ships waiting in line to enter the narrow passage- 
way. 

FLIGHT OVER PROPOSED NICARAGUAN ROUTE 


7. A transisthmian trip by airplane, noting the conditions and prob- 
lems previously inspected on the ground, and then proceeding up the 
Atlantic coasts of Panama and Costa Rica to Nicaragua, thence fly- 
ing over the route of the proposed Nicaraguan Canal. Excellent 
visibility existed until the plane was passing over 45-mile-wide Lake 
Nicaragua. From maps aboard the plane and the informed explana- 
tions of Governor Potter, who had once served an extended tour of 
duty in the interior of Nicaragua, the subcommittee received a thor- 
ough briefing on how the proposed Nicaraguan Canal would be engi- 
neered if such a project were deemed to be the answer to the need for 
substantially expanding interocean shipping capacity. 

8. A transisthmian trip by railroad on the first day of the group’s 
visit to Panama, during which the subcommittee learned of the im- 
portance of this facility to the operations of the canal, while also ob- 
serving many activities of the canal visible from the railroad. 
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IMPORTANCE OF PANAMA RAILROAD 


9. A transisthmian trip by automobile, over the U.S.-built highway 
which parallels the canal in Republic of ‘Panama territory and which 
is now the property of and under the jurisdiction of the Republic of 
Panama. While undertaken primarily for the purpose of going from 
Panama City to Colén to inspect the properties on the Atlantic side 
being turned over to the Republic of Panama, this automobile trip 
enabled the subcommittee to realize once again the importance of 
maintaining the Panama Railroad in operation as a national defense 
facility as well as an important part of the canal’s own day-to-day 
operations. While well built and apparently well maintained, the 
highway is in most segments only two lanes in width and thus, it 
appears, could easily be blocked and closed to traffic by floods, wash- 
outs, landslides, and accidents. While it is true that the railroad is 
also subject to similar hazards, it would appear to be the height of 
chance-taking to require the canal (and American defense forces in 
the zone area) to be completely dependent upon a two-lane highway 
through such terrain for all transisthmian transport needs. The sub- 
committee, therefore, was impressed (or reimpressed) with the sound- 
ness of the congressional decision made at the insistence of the House 
Committee on Merchant Marine and Fisheries to prevent abandon- 
ment of the Panama Railroad. 


OPEN HEARING FOR EMPLOYEES 


10. A public hearing at which employee and citizen group spokes- 
men discussed particular problems affecting their respective groups of 
employees, ranging from testimony on employer-employee relations 
and the so-called benevolent dictatorship represented by the non- 
elected Canal Zone Government and Canal Company to the rents 
charged employees and the prices they pay in the commissaries. While 
productive of few suggestions for legislation, the hearings nevertheless 
provided what the subcommittee has since been informed was a 
remarkably effective safety valve in letting employee groups feel they 
were able to take their problems and proposals for improvements 
over the heads of their nonelected officials to the Congress of the 
United States. In addition, the public hearings provided a good 
working illustration to the American citizens in the zone, including 
many high school students who attended, of the interest shown by 
the Congress, through this subcommittee, in every phase of their 
activities and living conditions while they are engaged so far from home 
in work of such vital importance to their country. A high point of 
the hearing, from the standpoint of local interest, was the testimony 
of a high school teacher in the zone urging more “‘democracy”’ for the 
American citizens there. The knowledge gained by the subcommittee 
in its tours of the zone prior to the hearings enabled the members to 
bring the discussion down to the hard core of local activities of the 
Canal Company and the Zone Government. 


TOUR OF HOSPITAL FACILITIES 


1. A day-long series of inspections of Canal Zone hospital facilities 
and an extended briefing from medical and administrative officials 
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on current problems, including budgetary problems and the need for 
improvement in many of the buildings and equipment. The sub- 
committee was also briefed on studies now underway intended to 
determine if more efficient use can be made of existing structures at 
Gorgas Memorial Hospital or whether significant enough savings 
would be made through construction of new centralized facilities to 
make such a program economically desirable. The subcommittee 
noted the obvious deficiencies of the present mental hospital at 
Corazal, but while it recognized the need for better facilities (in 
company with most mental hospitals in évery part of the United 
States) it was particularly impressed by the lack of trained personnel 
who could carry out treatment procedures to restore patients to normal 
life. ‘The mental hospital at present seems to be almost entirely a 
custodial operation because of lack of funds or personnel for treatment 
intended to bring about cure of mental illness among patients. 

Tours of all properties on the Pacific side of the isthmus which 
have been or are to be turned over to the Republic of Panama under 
the terms of the 1955 treaty, including, as noted, portions of Taboga 
Island off the coast. 

13. Inspection of all properties on the Atlantic side similarly being 
turned over to the Republic of Panama and inspection of sites and 
facilities within the Canal Zone where necessary replacements of 
some of the donated properties will be installed. As part of this 
investigation, the subcommittee inspected the housing facilities at 
Coco Solo Naval Base then being considered (and later adopted) as 
replacement for surrendered properties in Colon. An interesting 
story grew out of this e xperie nce. 

At the time the subcommittee was in the Canal Zone, residents of 
the New Cristobal-Fort de Lesseps area were indignant—bitterly 
angry, in fact—over their scheduled transfer to the boarded-up, 
mildewed housing units at Coco Solo. The night before the sub- 
committee left the isthmus, these residents met with Governor 
Potter and denounced the whole idea in unrestrained language. The 
entire front page of one of the Panamanian daily eae. was 
devoted to a story on the abuse heaped upon the redoubtable Governor 
that night. 

From an economic standpoint, the transfer made sense, of course, 
since the Panama Canal Company would save an estimated $10 
million by using these facilities in preference to building new housing 
elsewhere in the zone. And, of course, since the residents of the zone 
are required to pay rents reflecting actual costs to the Company of 
providing housing, the savings would appear to be significant. 

But the Americans being forced to move complained that they 
would be paying higher rents, in many cases, at Coco Solo, for less 
desirable housing than they occupied in the Colon area—moving 
from single-family units in many instances to multiple, four-family 
units. 

A year later, when the chairman of the subcommittee again visited 
Coco Solo, Mrs. Sullivan found the residents completely delighted with 
the accommodations. The answer seemed to be that no housing 
development, no matter how pleasant, can remain pleasant very long 
in the tropics when boarded up and not occupied. Once the mildew 
was cleared out, Coco Solo became a very nice place to live. 
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VI. Revations Wirxn Repusuic or PANAMA 


In its tours of the many and valuable properties and parcels of 
land being turned over to the Republic of Panama under terms of the 
1955 treaty, the subcommittee was distressed to learn that the Re- 
public of Panama had ine omplete or completely vague plans as to the 
use of much of this property. 

For instance, attractive residences in the Colon area which had 
already been transferred were boarded up and unused, rapidly de- 
teriorating in the tropical humidity. The old Colon hospital was also 
unused and se emingly abandoned—marked by vandalism. 

At the same time, we were aware that some anti-U.S. elements in the 
Republic of Panama were actively seeking to stir up discord over the 
so-called delays of the United States in carrying out the 1955 treaty. 

American citizens forced under the treaty transfer to move out of 
their previous residences were understandably resentful in seeing their 
old homes boarded up and unused. Such were some of the elements 
of friction in the relations between national groups. 
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On the other hand, the subcommittee was impressed by the sincere 
desire of Governor Potter and his aids to comply not only with the 
letter of the 1955 treaty but with the spirit of that treaty, as well. 
Governor Potter quickly was able to make clear to us the importance 
to the average citizen of the Republic of Panama of a prompt start 
on the Balboa Heights Bridge, for instance. After noting the long 
delays suffered by the motorist in trying to get across the canal, we 
could understand how the failure of the Congress to appropriate 
construction funds for the new bridge in 1957 could have led to 
strong anti-American feeling. A motorist held up interminably long 
by an open drawbridge or waiting in the tropic sun to find space on 
the auto ferry can quickly become a most impatient person—and if 
Uncle Sam seems to be the cause of the discomfort, the motorist can 
be forgiven, perhaps, for feeling put upon. Now that this Congress has 
appropriated the necessary funds to construct the new bridge, it should 
restore to the United States the good will that may have been lost 
last year. 

Governor Potter took additional pains to outline to the subcom- 
mittee facts on the needs as well as aspirations of the people of the 
Republic of Panama in trying to overcome a serious deficit in their 
balance of trade, in providing better employment opportunities for 
their people, desper ately needed housing, and other improvements in a 
small country with little or no industry “and many serious problems. 

These problems, also described to the subcommittee informally by 
officials of the U.S. Embassy and the Technical Cooperation Admin- 
istration mission in Panama, were readily apparent to the subcom- 
mittee. 



























ENDLESS ARGUMENTS OVER “SOVEREIGNTY” 








Nevertheless, the subcommittee was frankly disturbed to note 
efforts of some elements in the Republic of Panama to see an easy 
“solution” to every problem affecting the country by the simple 
device of demanding ‘an ever-higher annuity from the United States, 
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demanding some fixed percentage of tolls collected, or even suggesting 
the claim of Panamanian sovereignty over the canal. 

Arguments among student groups, particularly, over the question 
of ‘‘sovereignty”’ in the Canal Zone are seemingly ‘endless. And agita- 
tion for further revisions in the treaty appears to be receiving con- 
stant attention in the Panamanian press. ‘The success of the Republic 
of Panama in negotiating for so many highly desirable concessions 
from the United States in 1955 has seemingly whetted the appetite 
of some groups within the country to seek another round. 

It is the firm conviction of the subcommittee that the United 
States should not permit the Panama Canal to be a pawr in our 
normal diplomatic relations with Panama. 

Under the circumstances, the subcommittee was particularly grati- 
fied to concur in a request to the Department of State by Chairman 
Bonner of the Committee on Merchant Marine and Fisheries to keep 
our committee informed of any future negotiations leading to any 
change in treaty relationships. Chairman Bonner recalled the ex- 
tremely vague State Department explanation of the background of 
the negotiations leading to the 1955 treaty and also cited the diffi- 
culty encountered by our committee in winning House concurrence 
on legislation to implement the 1955 treaty. 

Despite the tremendous concessions made to the Republic of Pan- 
ama under that treaty, some ultranationalist elements within that 
country continue to see in the canal an ever-handy instrument for 
attacks upon U.S. policies. 


POINT 4 PROGRAMS IN PANAMA 


In view of our country’s traditional friendship for the people of 
Panama, the subcommittee noted with approval the attempts being 
made by the United States toward helping to solve the economic 
problems of the Republic of Panama through various U.S. Govern- 
ment programs for helping underdeveloped areas. 

We are currently engaged in a point 4 program in Panama which 
represents an annual expenditure on our part about equivalent to the 
annuity we now pay under the treaty of 1955. In addition, we 
donate surplus foodstuffs to the needy of Panama—through CARE 
and the U.N. Children’s Fund—to a value of $1,378,000, mostly 
cheese and nonfat dry milk. 

A recent compilation of point 4 projects undertaken in the Republic 
of Panama under the direction of the International Cooperation 
Administration included the following: 


ICA PROGRAM IN PANAMA 


Food and agriculture 


Crop and livestock development 

Agricultural economics and planning 
Research, agricultural education and extension 
Land use studies 

Cooperatives promotion 


The current program of assistance in agriculture endeavors to 
support a basic agricultural improvement program through the 
creation of modern technical service agencies. Experimental and 
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demonstration projects in crop and livestock improvement have 
contributed to increased local production of corn, milk products, 
meat, poultry, rice, and coffee. Economic planning activities and a 
technical information service have been well established. Many 
young Panamanians have now returned from undergraduate and 
graduate study. in the United States and have assumed professional 
responsibilities for many phases of the program. 

‘The poultry project in Panama has been particularly successful. 
In November 1953, the cooperative agricultural program in Panama 
initiated a project aimed at creating a national source of baby chicks 
and fertile eggs, and also demonstrating modern methods of poultry 
care. After some success with ICA demonstrations, a number of 
private individuals began to raise poultry on a volume basis. These 
new projects have increased the number of chickens in Panama by 
15 percent since 1953. This represents an increase in value in private 
industry within the country in birds alone of approximately $250,000. 
The ICA-sponsored demonstration project was ended in December 
1957. 

Industry and mining 


Industrial Development Center 
Water resources development 


Investigation of Panama’s water resource potential initiated in 
1956 was greatly accelerated last vear. The production of basic 
hydrologic data and aerial mapping were stepped up. Preliminary 
feasibility studies were undertaken by contract arrangement for the 
three most probable power damsites in the central provinces and 


required transmission systems. This contract included a power 
market survey, preliminary designs, and cost estimates; the contract 
was recently completed, and will be used as a basis for the preparation 
of a definite project report during 1959. Meanwhile the collecting 
of basic hydrologic data will be continued at the present rate. 

The Industrial Development Center, established by joint United 
States and Panamanian funds late in fiscal year 1956 under the direc- 
torship of a Panamanian has expanded to include economic analysis, 
industrial engineering, and public information. A start has been 
made in bringing a series of special consultants to advise on the 
improvement of specific industries. An industrial engineer has been 
added to the U.S. technical staff. The present organization of the 
center now provides an effective base which permits a rate of training 
and technical guidance not considered possible a year ago. Technical 
assistance is being offered in (1) evaluation and promotion of develop- 
ment possibilities in productive enterprises with emphasis on small- 
to-medium-sized new industry, (2) improvement of productivity of 
existing industry including food, clothing, shoes, and essential house- 
hold items, and (3) evaluation of possible resource development 
projects. A major project during 1958 was a top management 
conference. 

Transportation and power 
Civil aviation 
Public roads 
Technical assistance in this field during the past year, provided by 


one consultant who draws upon the regional aviation assistance group 
as required, has been centered on (1) the preparation of a national 
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airport development plan on which considerable progress has been 
made, (2) the establishment of sound aviation standards, (3) the 
development of a modern civil aviation law, and (4) the development 
of technical skills through training. 

A project in support of Panama’s public road program financed by 
the World Bank, consisting of training only, is under consideration. 
Training will include maintenance, engineering; and administration. 


Health and sanitation 
General engineering services 
Health education and nutrition 
Nursing education 
Hospital administration 


In fiscal year 1959, consultation in tuberculosis control will continue, 
although the Government of Panama is expected to take over the 
entire mass X-ray program. The nursing program at the school of 
nursing will phase out in fiscal year 1959, but consultation will con- 
tinue. Efforts in health education will be primarily toward training 
to further strengthen the health education service now established in 
the Ministry. Support to the nutrition service of the Ministry, 
emphasizing nutrition education will reach full proportions. The 
hospital administration project, having achieved major reforms will 
be brought to a close. Major emphasis will be given to the water and 
sewer system project under the Smathers amendment of the Mutual 
Security Act of 1957. 

In 1957 an ICA loan was made to Panama for the improvement and 
extension of the water and sewer system in Panama City. Funds for 
the loan, $2 million, were made available by the Smathers amend- 
ment, which provided development funds specifically for Latin 
American countries. The loan was received with great appreciation 
by the Government of Panama. A contribution nearly matching 
ICA’s contribution was made by the Panamanian Government. 
Construction on the project has progressed rapidly. The first phase 
of construction has been completed and contracts for the second and 
third phases have already been let. Approximately one-fourth of the 
dollar amount of the project has already been let in contracts. 


Education 


Vocational and industrial arts 
Elementary (rural) education 


The elementary teacher training program now includes all three 
national normal schools with their affiliated primary practice schools. 
During the past year elementary school supervision was advanced by 
stateside training for 17 supervisors and by a seminar in supervision 
for primary school directors. A rural school nuclei comprising 10 
schools around the town of Capira was organized for demonstration 
in grouping schools for improved administration and supervision. 

Assistance in vocational agriculture at David and Divisa was ex- 
tended to include prevocation agriculture at six junior high schools 
elsewhere. Further leadership and technical training has been pro- 
vided to national vocational supervisors in business education, home- 
making, school administration, vocational agriculture, vocational arts, 
and vocational industrial education. In both vocational and rural 
elementary education, intensive work was carried out during the 
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summer vacation in the form of seminars, workshops, and institutes: 
for inservice training credit, attended by 180 teachers in five subject 
fields. The program for fiscal year 1959 included a continuation of 
the work in vocational and junior high schools and in the rural elemen- 
tary and normal schools, elementary school supervision, the develop- 
ment and production of teaching materials, industrial arts, and elemen- 
tary school agriculture. 
Public administration 

The major project in this field involves a university-to-university 
contract between the University of Tennessee and the University of 
Panama. Under the contract, the University of Tennessee is aiding 
the University of Panama to strengthen its school of public adminis- 
tration. 


Community development 


An interministerial committee was first organized in August 1956 
as an instrument to bring all governmental resources into focus on 
community problems of rural improvement. Under Panamanian 
leadership, it embraces agricultural extension, education, health, wel- 
fare, housing, credit, and university interests. Under the sponsor- 
ship of this group, a training course in community development was 
offered and a new community project was begun in the town of Capira. 


POINT 4 WEEK IN PANAMA 


Panama celebrated ‘Point 4 Week’? in March 1958. The ICA 
mission worked closely with the U.S. Information Service in carrying 
out this project. In his proclamation President de la Guardia said, 
“It gives me great pleasure to acknowledge publicly the magnificent 
assistance extended by the point 4 program in support of the economic 
and technical development of my country. This program illustrates 
the spirit of cooperation and mutual understanding between the 
United States and Panama, a spirit so necessary to stimulate a pros- 
perous and peaceful way of life among nations.’’ Throughout the 
week point 4 was publicized by news articles, newsreels, and publicly 
displayed models of point 4 projects. 


ce 


PANAMA “OVERDEPENDENT”’ ON CANAL 

It is interesting to note, in this connection, that an official ICA fact- 
sheet on Panama, issued as part of the International Cooperation 
Administration’s country series, states that the Republic of Panama 
is “overdependent on the Canal Zone for income.” 

It is natural, in the absence of industry or other important avenues 
of earning for the people of Panama, that canal revenues expressed in 
terms of $50 million of receipts a year might appear to look extremely 
inviting as a solution for all of Panama’s economic ills. 

The truth is, of course, that the seemingly high receipts of the 
Panama Canal Company represent not profits, but the recovery of 
maintenance costs, interest, amortization, and other costs of an enter- 
prise which by law is supposed to pay its own way. As a matter of 
fact, the Republic of Panama already collects each year, in the present 
$1,9: 30,000 annuity, much more than half of the approximately $3 
million in so-called ‘profits of the canal’s operations. The $3 million 
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estimate of “‘profits,’’ furthermore, would be cut in half if the full cost 
of the present annuity to Panama were assessed against the Company. 
We repeat for emphasis: the canal should not be permitted to be- 
come a pawn in our normal diplomatic relations with the Republic of 
Panama. 

Subcommittee on Panama Canal; Leonor K. Sullivan, 
Chairman; Edward A. Garmatz; T. A. Thompson; 
Herbert Zelenko; Vincent J. Dellay; Timothy P. 
Sheehan; William S. Mailliard; Francis E. Dorn; 

Robert J. McIntosh. 





APPENDIXES 


A. GENERAL COMPARISON OF PANAMA AND SUEZ CANALS 


The following report was requested from the Governor of the Canal 
Zone and the President of the Panama Canal Company, Maj. Gen. 
W. E. Potter, by the Subcommittee on the Panama Canal during 
hearings in the Canal Zone. It provides comparative statistics and 
information on the Panama and Suez Canals. 

STATISTICS PANAMA CANAL/SUEZ CANAL 


GENERAL COMPARATIVE 


I. General comparative statistics. 
II. Significant historical dates. 
Maps of Suez Canal and Panama Canal. 
Annual transits. 
Annual net tonnage. 
Annual tolls receipts. 
Average monthly rainfall. 
Canal profiles. 
Comparative operational statistics. 
Average tolls per transit. 
Average tolls per measurement ton. 
Source reference. 
Exuisit I 


Panama Canal/Suez Canal, comparative statistics 


. Constructed by 
. Financed by 


\ Date open to traiilie. ........2---. 


. Length from deep water to deep 
water. 


3. Transit time from deep water to deep | 


water. 
. Width of channel (from narrowest 
to widest point). 


. Minimum depth_. 
. Permitting ships drawi ing. 
. Average transit time from beginning 
to ending lockage. 
. Average number of transits per 24- 
hour period (January 1958). 
. Original construction costs 
3. Annual transits.............-- 
. Annual net tonnage-.----- 
5. Annual tolls receipts __ 
3. Tolls rate per net ton: 
Laden._ ie 
Ballast ___- 
Under 300 tons, laden or ballast 
Warships (displacement) 


Locktype, 


| Locks 110 feet_ 





Panama Canal 


U.8. Government 


do 
1914 


steps to fresh water lake 
normally 85 feet above sea 
level. 

51 miles 


ae 


Gaillard Cut, 300 


feet. 


Gatun Lake, 500 to 1,000 | 


feet. 
42 feet din 
34 to 37 feet.! 
8 hours. 


BOR. ie cunwide 


$387,000,000 
See exhibit IV 


| See exhibit V 


See exhibit VI 


90 cents. _- 
72 cents. - 


| 
72 or 90 cents _. 


50 cents. ....- 


to 500 


| Suez 


Suez Canal 


Maritime Canal Uni- 
versal Co. (concession held 
by Count de Lesseps). 


| Publie subscription. 
| 1869. 


raising ships in 3 | 





Lockless or sea level. 


105 miles. 


| 15 hours. 


196 to 500 feet. 


46 feet. 
36 feet. 


40. 


-| $84,000,000. 
| See exhibit IV. 
| See exhibit V. 


See exhibit VI. 


| 97.5 cents. 


44.5 cents. 
Free. 


| 97.5 cents. 


1 When Gatun Lake is at 85- to 87-foot level and subject to vessel characteristics. 
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Panama Canal/Suez Canal, comparative statistics—Continued 


TYPICAL TOLLS REVENUE PER SHIP: 1955 RATES (LADEN) 





Panama 


17. Passenger: 
Matsonia (United States) 7 $11, 601 
Suez net tonnage, 18,352. 
Panama Canal Company net tonnage, 12,890. 
Freight: 
Ilse Fritzen (German ore) - __---- 
Suez net tonnage, 14,181. 
Panama Canal Company net tonnage, 5,021. 
Bunker Hill (0.8. tanker) _. Se eee 
Suez net tonnage, 8,154. 
Panama Canal Company net tonnage, 7,745. 
Los Angeles (Swedish motor cargo) -.-- 
Suez net tonnage, 6,804. 
Panama Canal Company net tonnage, 6,430. 
18. Noes of employees: ? 
Alle other acai td 3 10, 645 


2 Dec. 31, 1957. 





Sue 


[ve 
S hie. 
2 


Variation 


$17, 939 


$13, 862 


$7, 971 


$6, 651 


*U.S. citizen employees in addition to pilots, 3,363; non-U.S. citizen employees, 7,282. 
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Exurpir I].—SicNiFicaAntT Historica DaTEs or— 


PANAMA 


1501: The Isthmus of Panama 
discovered by Rodrigo de Bastidas. 

1513: In September, Vasco Nufiez de 
Balboa made a tortuous journey across 
Darien and discovered the Pacific 
Ocean. 

1530: Las Cruces trail was constructed 
across the isthmus from Fort San 
Lorenzo, at the mouth of the Chagres 
River, to Panama Vieja. 

1534: Charles V of Spain directed that 
a survey be made for a ship canal be- 
tween the Chagres River and the Pa- 
cific Ocean. 

1850: Construction of the 
Railroad was begun in May. 

1855: The first transcontinental train 
ran from Colén to Panama in 5 hours on 
January 28. 

1876: A concession to construct a 
Panama Canal was granted by Colom- 
bia to Anthony de Gorgorza, an Ameri- 
“an citizen. 

1878: A_ revised concession was 
granted by Colombia to Lt. Lucien N. B. 
Wise, representative of a French com- 
pany, for the construction of a Panama 
Canal. 

1880: Construction of the canal was 
started January 10 by Count de Lesseps 
in the Gaillard Cut area, in advance of 
the organization of the French company. 

1889: The French company 
pended work, following the excavation 
of 78 million cubic yards of earth and 
rock, of which about 30 million cubic 
yards was usable for construction of the 
present canal. 

1899: President McKinley approved 
an act, to appoint a commission to 
study construction of a Panama Canal. 

1903: The Hay-Herran Treaty was 
signed in Washington between the 
United States and Colombia concerning 
the construction of a Panama Canal. 

The State of Panama revolted from 
Colombia on November 3 and was recog- 
nized by the United States on Novem- 
ber 6. 

A treaty between Panama and the 
United States (the Hay-Bunau-Varilla 
Treaty) was signed on November 18, 
granting the United States in perpetu- 
ity, the use, occupation, and control of 
a zone of land and Jand under water for 
the construction, maintenance, opera- 
tion, sanitation, and protection of a ship 
canal across the Isthmus of Panama, 

1904-14: Construction period. 

1914: The Panama Railroad, twin- 
screw steamer, Ancon, made the first 
passage on August 15. 


was 


Panama 


SUus- 


SUEZ 


1800-1200 B.C.: Pharaohs 
canal linking Mediterranean to Red 
Sea via the Nile River. Canal reopened 
by Darius cirea 500 B.C. Later recon- 
ditioned by Ptolemies and improved by 
the Romans who name it River of 
Trajan. 

A.D. 641: Canal redug by Caliph 
Omar, used until 776 when the Turks 
finally close it as a blockading measure 
against the revolted cities of Mecca and 
Medina. 

1498: Vasco da Gama discovers route 
around Cape of Good Hope. 

1798: Napoleon Bonaparte has isth- 
mus surveyed by his engineers during 
Kgyptian campaign. 

1805: Birth of Ferdinand de Lesseps, 
November 19. 

1832-37: De Lesseps, French consul 
in Egypt, studies means of constructing 
a canal. 

1854-69: Negotiations between De 
Lesseps and Viceroy Mohammed Said 
lead to signing of first act of concession 
for the building and operation of direct 
waterway; second act signed 1856. 
Suez Canal Company formed 1858. 
Work begun on Suez Canal 1859; termi- 
nated 1869. Canal inaugurated Novem- 
ber 17, 1869. 


dig a 


1875: Purchase by Disraeli of Egypt’s 
44 percent holding of the company’s 
stock, turning Great Britain into largest 
but not controlling stockholder. 


1888: Constantinople Convention con- 
firms international status of the canal. 
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Exuusir III 
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ExuHIsBiT IV 
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Exursir V 
PANAMA CANAL — SUEZ CANAL 


2 
3 
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Exuisir VI 


PANAMA CANAL-SUEZ CANAL 


ANNUAL TOLLS RECEIPTS 
SINCE OPENING DATES 


RECEIPTS 
MILLIONS 
$i00 
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Exuisit VII 
PANAMA CANAL —SUEZ CANAL 
AVERAGE MONTHLY RAINFALL 





« > ; . 
< . 8 


THE SUEZ CANAL {S LOCATED ON A DESERT PLAIN AND HAS MINIMAL MONTHLY 
RAINFALL, CONTRASTED 
ERAGE ANNUAL 


9.6 INCHES 
130 INCHES 
7O = INCHES 
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Exursir VIII 


PANAMA CANAL-SUEZ CANAL 
PROFILES 


t_ 97 smrton cusic YARDS OF EARTH AND ROCK ExcamreD 
PRIOR 


TQ OPENING THE CANAL TO TRAFFIC 
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Exuisir 1X 


Panama Canal fiscal years 


Suez Canal calendar years 


Number Gross revenue | Number Gross-reve- 
of ships Net tonnage from tolls of ships vet tonnage nue from 
transiting transiting tolls 





< 
a] 


oon 
ZERBES 


e 


g 


ADD OV ye gn 
m3 


ras 
t De 





436, 609 
761, 467 

1, 160, 743 
1, 367, 767 
1, 631, 650 
2, 009, 984 
2, 096, 771 
2, 355, 447 
2, 269, 678 
2, 263, 332 
3, 057, 421 
4, 136, 779 
5, 074, 808 
5, 775, 861 
5, 871, 500 
6, 335, 752 
5, 767, 655 
5, 903, 024 
6, 640, 834 
6, 783, 187 
6, 890, 094 
8, 698, 777 
7, 712, 029 
7, 659, 060 
8, 039, 175 
8, 448, 383 | 
8, 560, 284 
7, 899, 374 
9, 238, 603 
9, 895, 630 
9, 738, 152 
10, 823, 840 
11, 248, 413 
11, 907, 288 | 
13, 401, 835 | 
13, 134, 105 
13, 445, 504 
14, 728, 434 
13, 633, 283 
15, 407, 527 
16, 581, 898 
18, 324, 794 
20, 275, 120 
19, 409, 495 


376, 835, 250 





15, 266, 155 
12, 325, 347 
8, 368, 918 
9, 251, 601 
16, 013, 802 
17, 574, 657 
18, 118, 999 
20, 743, 245 
22, 730, 162 
25, 109, 882 
26, 761, 935 
26, 060, 377 
28, 962, 048 
31, 905, 902 
33, 466, 014 
31, 668, 759 
30, 027, 966 
28, 340, 290 
30, 676, 672 
31, 750, 802 
32, 810, 968 
32, 378, 883 
36, 491, 332 
= 418, 187 
, 29, 573, 394 
13, 535, 712 
8, 262, 841 
7, 027, 763 
11, 273, 802 
18, 124, 952 





See footnotes at end of table, p. 32. 


$1, 000, 909 
1, 735, 790 
3, 117, 442 
4, 350, 390 
4, 723, 282 
5, 488, 397 
5, 695, 250 
6, 227, 125 
5, 908, 664 
5, 640, 351 
7, 729, 054 
9, 742, 126 

11, 503, 718 

12, 511, 084 

11, 851, 842 

11, 857, 413 

10, 740, 204 

10, 993, 850 

12, 318, 132 

12, 571, 840 

12, 627, 455 

15, 737, 381 

14, 014, 369 

13, 290, 551 

13, 918, 574 

14, 655, 331 

14, 762, 129 

13, 687, 253 

15, 952, 882 

17, 118, $21 

16, 844, 746 

18, 727, 744 

19, 497, 855 

19, 481, 887 

21, 843, 150 

21, 350, 604 

20, 013, 676 | 

21, 771, 038 

20, 341, 467 | 

22, 726. 693 

24, 550, 236 

25, 289, 800 

25, 655, 362 

23, 736, 948 

22, 640, 176 








625, 942, 991 

=| 
17, 424, 318 
14, 691, 131 
11, 787, 748 
15, 312, 532 
26, 435, 194 
27, 906, 632 
27, 887, 110 
31, 384, 730 
31, 927, 862 
34, 270, 431 
38, 282, 901 
35, 768, 497 
40, 175, 849 

42, 710, 459 | 
43, 492, 183 
40, 434, 990 
36, 294, 152 
31, 017, 504 
33, 197, 163 
33, 372, 214 
34, 589, 184 
56, 446, 660 
53, 856, 969 
47, 455, 050 
35, 367, 640 
13, 095, 318 
9, 982, 460 
9, 143, 220 
14, 447, 600 





24, 908, 836 





4, 937, 340 
3, 166, 200 
7, 210, 065 
7, 570, 178 
Z. 015, 400 
9, 731, 232 

12, 025, 808 
11, 085, 194 
19, 780, 163 
27, 219, 471 
24, 170, 360 
26, 153, 375 
27, 976, 818 
29, 863, 398 
30, 781, 755 
30, 163, 735 
25, 214, 573 
19, 929, 450 
18, 269, 917 
24, 882, 524 
25, 400, 052 
26, 632, 360 
28, 225, 212 
27, 516, 604 
27, 993, 144 
27, 523, 907 


080 
11, 592, 677 


$4, 367, 602 


2, 407, 047 

5, 628, 068 

6, 439, 066 

6, 173, 028 

8, 514, 207 
11, 276, 483 
11, 198, 000 
17, 508, 701 
24, 201, 596 
21, 400, 994 
22, 931, 764 
24, 230, 027 
26, 945, 862 
27, 128, 893 
27, 077, 267 
24, 646, 109 
20, 707, 856 
19, 621, 181 
24, 065, 707 
23, 339, 239 
23, 510, 629 
23, 147, 640 
23, 215, 208 
23, 699, 430 
21, 177, 759 
18, 190, 380 

9, 772, 113 

7, 368, 739 

5, 473, 346 
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Exuisit [X—Continued 


Suez Canal calendar years 


i 
Number 
of ships 
transiting 


bt et fat pe 
SNNRE RSM oo 
o~] 


14, 666 | 


Subtotal......| 245, 355 


Net tonnage 


25. 064, 966 
32, 731, 631 
36, 576, 581 
55, C80. 866 
68, 811, 016 
81, 795, 523 


80, 356, 338 | 


86, 137, 037 
92, 905, 439 
102, 493, 851 
115, 756, 000 


1, 466, 730,615 | 1, 697, 501, 438 | 


Gross revenue 
from tolls 


$38, 639, 121 
49, 258, 112 
52, 923, 664 
49, 635, 603 
74, 033, 424 


80, 445, 364 | 


78, 898, 198 


80, 547, 047 | 


87, 149, 570 
91, 485, 060 
101, 420, 338 


§ 1, 843, 565, 865 | © 2, 323, 444, 429 


Panama Canal fiscal years 


Number 
of ships 
transiting 


8, 866 
9, 586 
6, 367 
6, 989 
7, 357 
7, 690 
7,740 
9, 155 
10, 197 
10, 194 
9, 786 


244, 053 933, 534, 758 


Net tonnage 


19, 369, 141 
22, 469, 162 
22, 688, 425 
25, 649, 013 
27, 764, 874 
30, 364, 982 
31, 281, 525 
36, 902, 708 
41, 203, 401 
41, 871. 398 
41, 523, 432 


Gross reve- 
nue from 
tolls 


$7, 266, 211 
14, 796, 406 
17, 634, 361 
20, 017, 439 
20, 617, 635 
24, 511, 713 
23, 958, 879 
30, 409, 500 
37, 530, 327 
37, 191, 107 
35, 136, 529 


784, 524, 548 


6 784, 524, 548 








i ainbeiens | 4387, 864 


"4244, 053 | § 933, 534, 758 


| ' 
1 Construction period of the Panama Canal by the French company. 
2 Construction period of the Panama Canal by U.S. Government. 
3 Closed by slides at Culebra from October 1915 to May 1916. 
See exhibit IV. 
See exhibit V. 
® See exhibit VI. 


X 


EXHIBIT 
Average lolis per transit 


{Annual tolls divided by number of ships transiting] 


Panama 
(rounded 
average) 


| 
Suez (rounded 
average) 


Panama 
(rounded 
average) 


| 
Suez (rounded | 
average) 





$3, 942 
3, 066 
4, 141 
3, 958 
3, 675 
3, 060 

1 820 
3, 187 
3, 590 


059 I 
674 |- 
815 
272 
726 |. 
268 | 
895 
187 
416 


67 07 He om 68 69 G9 6 DO 





1 High proportion of World War ITI toll-free transits. 


Exuisit XI 
Average tolls per measurement ton—Cost per net ton to shipping 
{Annual tolls divided by tonnage of transiting ships] 
Panama 


(rounded 
average) 


Suez (rounded 
average) 


Panama 
(rounded 
average) 


Suez 
(rounded | 
average) | 











1 High proportion of World War II toll-free transits. 
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Exuisit XII 


Report by Dr. Emory R. Johnson, University of Pennsylvania 
December 2, 1911. Tolls converted from Francs at 0.19. 
PCC File 92—B-18 (2). 

New York World Almanac, 1924. Canal Zone Library. 

. Le Canal de Suez, June 12, 1920, extract PCC File 92—A-—23/R. 

Various reports from U.S. consul, Port Said, Egypt. Files 9—A; 
23-R. 

New York World Almanac, 1956. Canal Zone Library. 

Suez Canal report “‘Assemblee General des Actionnaires,” June 7, 
1955. Franc receipts converted at free exchange rates, from 
New York Times. 

Panama Canal Company, Annual Report to Stockholder, 1957. 

Director of Admeasurement, Memo to Marine Director, June 5 
1957. PCC File 9—A-23(S). 

Les Courants Economiques Compares de Canal de Suez et du 
Canal de Panama. Canal Zone Library. 

Encyclopedia Britannica. Canal Zone Library. 

Meteorological and Hydrographic Branch, Panama Canal Com- 
pany. 

The Panama Canal, Funnel for World Commerce. Canal Zone 
Library. 

3. Maritime Canal of Suez, J. E. Nourse. Canal Zone Library. 
Prepared by the Panama Canal Company, Office of the Comptroller, 


, 


| 
| 


Accounting Division, January 15, 1958. 
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REPORT ON 


B. FINANCIAL STATEMENT OF PANAMA 


PANAMA CANAL 


CANAL 


COMPANY 


The latest financial statement of the Panama Canal Company 


follows: 


PANAMA CANAL COMPANY 


Comparative statement of financial condition, June 30, 1958, and June 30, 1957 


Current assets: 

Cash. 4 
Neves receivable 
Accounts receivable - - 
Inventories (note 1) 
Ot. ....25 


Total current assets _ _- 
Long-term notes receivable. --- 


Fixed assets (note 2) 
Less allowances for depreci: ation - 


Fixed assets, net lines 
Deferred chs arges and other assets___- 


LIABILITIES AND EQUITY 
Current liabilities: 

Due U.S. Treasury (note 3) -_ -- 

Other accounts payable-._- 

Accrued liabilities -_--- -- 

Other _ -. 


Total current liabilities... 
Reserves: 
Periodic overhaul of canal locks-.- ‘ 
Noncapital costs of power conversion - - - 
Total reserves 
Equity of U.S. Government (note 4): 
Net direct investment ----- ‘ 
Retained revenue 
Panama Canal bridge- - - 
Total equity of U.S. Government 


ee 


| 
| 


| June 30, 1958 | 
| 


$31, 354, 
1, 069, 

3, 311, 
7, 904, 
201, 


539 
500 
545 | 
791 
339 


714 | 
000 | 


43, 841, 
2, 139, 
791 
286 | 
505 
907 
126 | 


598, 198, 
185, 562, 


412, 636, 
4, 044, 
462, 662, 


2, 391, 137 
3, 705, 091 
9, 297, 106 | 
660, 179 | 
16, 053, 513 | 
1, 448, 
4, 000, 


531 
5, 448, 52 


351, 861, 652 
88, 548, 


441, 160, 


462, 662, 126 es 
i 





Comparative statement of revenue and expenses, fiscal 


and 1957 





Revenue: 
Tolls_- ‘ 
Sales of goods ‘and services_. 


Subtotal 


Operating expenses and deductions: 
Payroll and related costs 
Material and other 
Cost of goods sold 
Depreciation. 
Reimbursement of annuity payments to Republic ‘of Panama 
Net cost of Canal Zone Government- Licensee ibid 
Interest paid to U.S. Treasury (note 4).- 


Subtotal__--- 


Net revenue... -. 


000 | 


| 
750, 000 | 
' 


June 30, 1957 


$29, 563, 328 
1, 069, 500 
3, 951, 913 
, 928, 134 
193, 325 


, 706, 
3, 208, 


200 
500 


595, 959, 366 
84, 459, 939 


, 499, 427 
, 148, 849 
, 976 


, 562 


3, 675, 069 
3, 559, 064 
3, 061, 388 
612, 828 

, 908, 349 


3, 204, 278 
3, 204, 278 


55, 885, 966 
35, 564, 383 


442, 450, 349 


461, 562, 976 


years ended June 30, 1958 


Fiscal year ended June 30— 


| 
|—__—-——_- 


1958 


$42, 834, 006 | 
40, 276, 603 | 


83, 110, 609 


| 

38, 399, 717 | 

3, 498, 469 | 
13, 347, 951 
5, 262, 336 
430, OVO 
10, 737, 194 
8, 778, 560 


80, 454, 227 


2, 656, 382 


1957 


$39, 653, 520 
46, 951, 535 


86, 605, 086 


37, 511, 021 


” 430, 000 
, 135, 514 
, 867, 932 
783, 509 


~ 8, 821, 456 
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Statement of equity of the U.8. Government, fiscal year ended June 30, 1958 


Net direct Retained 
investment revenue 






Panama 
Canal bridge 





OSG PES EE ES eee ee ee sac aidan! 5 $85, 564, 383 


a Ce ae ee Seg ees Soe en ee 
PROS DOP GP Ie FE hs eck ect hes cn didelivesbidssecbidies cocked 2, GSE Ssh... 5522 .cen 
Excess of market over book value of property transferred 


to Republic of Panama Nov. 7, 1957, under 1955 treaty_.|.............- Sf ee ee 
Appropriation for preliminary plans of Panama Canal 
bridge (note 4)... ._-. icenabeWewiauek aia desis coedee tian eae abekGace st 














Subtotal -____- scttinindiniatidngigndiaandiinaiamatt 356, 885,966 | 92, 548, 430 
Deduct: s az 
Market value of Company property transferred to Re- 
public of Panama Nov. 7, 1957, under 1955 treaty (note 4) - A BR OO Biss a ese Ribose das 
Provision for noncapital costs of power conversion. -_---..|.......-------| HF 6 ae 
Property-transfers, other U.S. Government agencies, net_- Os ks wate te ecnan tedeanae 
GQeneet: 6.44.4164400-4) whidenbbnotibnbatahiebiedibinanbiadede 5, 024, 314 ORG hiwiteciossinss 
Balance, June 30, 1958.._...........--.---..------------| 351,861,652} 88, 548, 430. 750, 000 


NoTres TO FINANCIAL STATEMENTS 


1. 





INVENTORIES 


Inventories are valued generally at average landed cost at the isthmus, less an 
allowance of $1,047,906 for possible losses on obsolete, inactive, and excess stocks.. 


2. FIXED ASSETS 


Fixed assets are stated at cost, or if acquired from another Government agency, 
at original cest to such agency. Fixed assets at June 30, 1958, include (1) interest 
during original construction, $50,892,311, offset in whole by a valuation allowance; 
and (2) nondepreciable assets, $282,143,778 (consisting of titles, treaty rights, 
and cost of excavation of the channels, harbors, basins, locks, dams, and other 
works), against which no depreciation or amortization has been accumulated, on 
the basis of historical practice and the fact that pertinent law is not construed as 
contemplating or requiring such depreciation or amortization. Depreciation 
allowances on the remaining fixed assets have been accrued on a straight-line 
group basis, any losses or gains on retirements generally being charged or credited 
to the accumulated allowances. Defense facilities and suspended construction 
projects costing $89.4 million are omitted from the statement of financial con- 
dition. The principal items in this classification relate to the partial construction 
of a third set of locks (abandoned in the early part of World War II) and to special 
defense installations and protective devices. Pursuant to the provisions of the 
Panama Canal Company Act, as amended, the entire cost of these properties is 
offset by a valuation allowance. 


3. DUE U.8. TREASURY 


The Company is required to reimburse the.U.S. Treasury for (1) net operating 
cost. of Canal Zone Government, (2) interest on the net direct investment, and 
(3) annuity payments pursuant to the 1936 treaty. 


4. EQUITY OF THE U.S. GOVERNMENT 


The rate at which the Company is required to pay interest to the U.S. Treasury 
on the net direct investment is established annually by the Secretary of the 
Treasury on the basis of the computed average coupon rate borne by Treasury 
bonds outstanding as of April 30 of the preceding year. The rates of 1957 and 
1958 were, respectively, 2.485 and 2.482 percent. 

Public Law 808, approved June 30, 1948, required the Company’s predecessor 
to deposit $10 million into the U.S. Treasury to establish a fund from which the 
Company may borrow for any authorized purposes, but restricts the Company’s 
use thereof to non-interest-bearing loans for limited periods only. This fund 


was established out of retained revenue and is not included in the accompanying 
statements. 
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Certain properties (appraised market value $4.8 million) were transferred to 
the Republic of Panama during fiscal year 1958, and additional properties (ap- 
praised market value $14.7 million) will be so transferred during subsequent 
years, tofulfill treaty obligations. Public Law 85-223, approved August 30, 1957, 
provides for a reduction in the interest-bearing investment of the U.S. Government 
for the economic loss based on market value of such properties transferred and on 
net capital loss of certain properties which have become excess due to the treaty, 

Public Law 753, 84th Congress, directed the Company to construct, maintain, 
and operate a high-level bridge across the canal at Balboa. An appropriation 
of $750,000 for planning and engineering studies was made in fiscal year 1958. 
Of this amount, $187,000 was expended to June 30, 1958. An additional appro- 
priation of $19,250,000 for construction of the bridge became effective on July 1, 
1958. 

5. CONTINGENT AND OTHER LIABILITIES 


The maximum liability which could result from outstanding claims and law- 
suits is estimated to be approximately $3 million. Public Law 85-550, enacted 
July 25, 1958, bringing non-U.S. citizen employees under the civil service retire- 
ment system, will result in an estimated liability of $4.9 million for retroactive 
costs to June 30, 1958, not included in the accompanying statements. 


C. Actuat TrRANsiIts AND PreEpIcTep TRANsITs, 1915-2000 


The following chart was presented to the subcommittee by the 
Panama Canal Company as a projection of estimated interocean 
ship transits using the Panama Canal to the year 2000. Shown, also, 
by broken line, are the actual transits since 1915. 
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